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I,.  «  SYMBOL! 


Four  years  ago,  “Advance”  was  just  a  name  and  an  idea.  But 
what  an  idea !  A  better  popular-priced  pattern  . . .  sales  volume 
in  price  hut  class  in  style,  easy  and  economical  to  use,  and 
tailor-made  from  the  merchandising  standpoint  to  fit  the  needs  of 
the  average  piece  goods  department. 

Today,  “Advance**  is  a  symbol  that  stands  for  real  progress  in  the 
pattern  field.  Endorsed  by  sewing  teachers,  the  preferred  pattern 
of  women  everywhere  who  make  their  own  clothes  for  the  sake  of 
economy  .  .  .  sold  from  coast  to  coast  by  a  list  of  stores  that  reads 
lik^  a  “Who*s  Who***  in  American  retailing,  and  stocked  by  more 
large  metropolitan  scores  than  all  other  pooular-priced  patterns 
combined. 

THESE  ARE  THE  REASONS: 

•  .  .  Timely  fashions  .  .  •  Popular  price  .  .  •  Better  fit,  easier  and  more  eeonom- 
iral  cuttin|!  directions  and  a  construction  chart  insuring:  a  finished  model  exactly 
as  illustrated  .  .  •  A  store  nierchandisin;;£  policy  that  keeps  stocks  low  .  .  .  reduces 
loss  on  discards  .  .  .  cuts  out  intricate  contracts  .  .  .  eliminates  wasteful  fashion 
sheets  .  .  .  not  sold  to  5  and  10  cent  chains  .  .  ,  insures  many  turnovers  and  a  profit. 

You,  too,  can  promote  piece  goods  sales  with  Advance  Patterns  and 
make  patterns  show  a  profit.  Wr'te  for  facts. 

ADVANCE  PATTERN  CO.,  inc. 

252-258  WEST  29th  STREET 
NEW  YORK,  N.  Y. 
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Editorials 


Our  Newest  Competitor — The  Consumer 

BY  CHANNING  E.  SWEIT/ER 
Muiiapn^  Din*rtor 


Enimii’s  Note:  This  trcutiiient  of  ihe  Consuniers’  Cooptrii- 
live  Movonieiil  was  prepared  prior  to  the  Mid-Year  (^iiiferenees 
of  the  National  Retail  Dry  Goods  Assoeiatioii,  held  in  (-hieago 
June  8th  to  1 1th,  when  Dr.  Janies  Palmer,  Professor  of  Market¬ 
ing,  I  iiiversity  of  Chieago,  addressed  a  General  Session  on 
this  suhjeet.  Fur  the  information  of  memhers  who  are  inter¬ 
ested  in  the  Consumers’  Cooperative  Movement,  Professor 
Palmer’s  paper  will  he  printed  in  the  Proceedings  of  the  Mid- 
Year  Conferences  of  the  National  Retail  Dry  (Joods  Association. 


Retail  distribution,  like  all  other  aetivities  of 
liitiiian  endeavor,  is  in  a  eonstant  state  of  change 
— either  goino  forward  or  retropradin*:  aeeord- 
inp  to  the  wisdom  and  soundness  of  new  policies  and 
tiiethods  adopted  by  its  thousands  of  ineinbers  en- 
paped  in  supplyinp  the  daily  needs  and  wants  of  the 
consumer. 

It  is  iittinp  and  proper  that  Retailinp — as  in  the 
case  of  all  other  activities  of  man — should  be  in  a 
constant  state  of  chanpe  and  be  prepared  at  all  times 
to  adapt  itself  to  an  ever-chanpinp  economic  and 
social  order  affectinp  the  daily  lives  of  those  who 
constitute  the  consuminp  public. 

The  history  of  retail  distribution  in  the  United 
States  is  a  most  interestinp  narrative  and  one  which 
parallels  the  pcowth  of  our  Country  from  a  handful 
of  colonies  alonp  the  Atlantic  Seaboard  to  the  preat- 
est  industrial  and  commercial  nation  in  the  world 
today. 

The  story  of  American  Retailinp  embraces  within 
its  scope  the  activities  of  the  early  pencral  stores;  the 
so-called  Yankee  peddler;  the  specialty  shop;  and 
the  prowth  and  development  of  department  stores, 
mail  onler  houses  and  preat  chain  store  orpanizations. 
It  is  a  well-known  fact  that  each  of  these  latter  de¬ 
velopments  in  our  distributive  system  encountered 
viporous  and  serious  opposition  from  established 
retailers  of  the  respective  perioils  in  which  they  eainc 
into  existence.  But  despite  such  opposition,  they  have 
all  survived  and  today  occupy  stable  places  in  our 
distributive  system. 

But  retailers  of  today — larpe  and  small,  inde¬ 
pendent  and  chain,  repardless  of  the  lines  of  mer¬ 
chandise  in  which  they  deal — are  confronted  with  a 
new  form  of  competition  offered  by  their  very  cus¬ 
tomers  in  the  form  of  conr,umprs'  cooporativps.  A 


study  of  this  new  trend  in  distribution  discloses  that 
this  movement  is  sponsored  and  financed  by  consum¬ 
ers  who  are  entitled  to  a  voice  in  its  manapenient  and 
to  a  share  in  its  profits;  and  stranpe  as  it  may  seem 
-  the  recent  prowth  and  development  of  consumers' 
cooperatives  places  established  retailers  in  many  com¬ 
munities  in  direct  competition  with  the  consuminp 
public  whom  they  exist  to  serve. 

«  »  *  *  » 

Origin  and  Development  of  the 
Cooperative  Movement 

Projects  involvinp  the  voluntary  cooperation  of 
individuals  may  he  found  throuphout  all  eras  of  the 
history  of  mankind;  but  the  consumer  cooperative 
movement  with  which  we  are  concerneil  made  its 
appearance  first  in  Enpland  approximately  a  century 
and  a  half  ago.  The  earliest  cooperatives  consisted 
of  proups  of  workers,  particularly  textile  workers, 
who  formed  voluntary  organizations  for  the  purpose 
of  buying  and  distributing  among  themselves  the 
necessities  of  life  on  a  collective  rather  than  on  an 
individual  basis.  During  the  early  decades  of  the 
Nineteenth  Century  such  groups  were  established  in 
Enpland  and  Scotland,  and  to  a  lesser  depree  in 
France  and  Germany. 

But  the  real  hepinninps  of  the  consumer  coopera¬ 
tive  movement,  as  we  know  it  today,  took  place  about 
ninety  years  apo  in  the  little  town  of  Rochdale,  Lan¬ 
cashire,  Enpland — when  twenty-eipht  textile  weavers 
baniled  topetlier  and  fornieil  the  Equitable  Pioneers 
Society  of  Rochdale. 

The  fundamental  principles  adopted  hy  the 
Rochdale  Pioneers  for  the  administration  of  their 
orpanization  have  stood  the  test  of  time  and  are  gen¬ 
erally  used  today  as  the  basic  law  governing  the 
operation  of  consumers'  cooperatives  throughout  the 
\\  orld.  The  original  principles  adopted  hy  that  small 
hand  of  Rochdale  Pioneers  may  be  summarized 
l.riefly  as  follows: — 

Each  meinher  is  entitled  to  only  one 
vote  regardless  of  the  number  of  shares  of 
stock  he  may  own. 
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A  member  must  east  his  own  vote;  he 
may  not  vote  by  proxy. 

A  fixed  rate  of  interest  may  be  paid  on 
capital  invested  by  members,  but  dividends 
are  never  paid  on  invested  capital. 

Surplus  savings  are  to  be  used  (1)  for 
the  establishment  of  a  reserve  fund;  (2)  for 
conducting  educational  work  among  mem¬ 
bers;  (3)  for  the  payment  of  dividends  to 
members  in  proportion  to  the  amount  of 
their  purehases  during  each  annual  perio»l. 

Membership  shall  be  open  to  all  regard¬ 
less  of  race,  color,  creed  or  economic  or 
social  standing  in  the  community. 

The  business  shall  be  one  primarily  for 
the  service  of  members,  who  in  turn  shall  he 
entitled  to  a  voice  in  its  policies  and  nian- 
agement. 

«  «  «  «  * 

The  Rochdale  Plan  found  ready  acceptance 
among  the  working  classes  of  its  day  and  the  coopera¬ 
tive  movement — based  upon  the  foregoing  principles 
— enjoyed  steady  growth.  The  reasons  for  this  are 
obvious — for  this  Plan  afforded  the  working  classes 
of  that  time  an  opportunity  to  save  money  through 
the  receipt  of  dividends  paid  on  their  purchases;  a 
means  of  investing  their  savings  in  a  business  enter¬ 
prise  in  which  they  had  a  personal  interest;  and  the 
privilege  of  purchasing  the  kind  and  quality  of  mer¬ 
chandise  which  they  most  needed,  inasmuch  as  they 
had  a  voice  in  dictating  the  lines  of  merchandise  in 
which  the  cooperative  should  deal. 

«  «  •  •  « 

Space  does  not  permit — nor  is  it  necessary  in  this 
treatment  of  the  subject — to  give  a  detailed  account 
of  the  growth  of  cooperatives  in  various  countries 
during  the  years  which  have  elapsed  since  the  insti¬ 
tution  of  the  Rochdale  Plan  in  England.  But  that 
the  cooperative  movement  has  met  with  marked  pro¬ 
gress  throughout  the  world  is  indicated  by  the  result 
of  a  survey  conducted  by  the  Bureau  of  Labor  Sta¬ 
tistics  of  the  United  States  Department  of  Labor  and 
appearing  in  the  Monthlv  Labor  Review  of  January 
1936. 

This  survey  indicated  that  more  than  139,000,000 
people  held  membership  in  some  type  of  cooperative 
effort  in  43  countries  in  which  data  was  available. 
Of  this  vast  army  of  world-wide  consumers,  66.9  per 
cent  belonged  to  consumer  societies;  a  little  over 
one-fifth  to  agricultural  cooperatives;  about  7  per 
cent  to  credit  societies;  and  the  remainder  were  about 
evenly  divided  among  housing,  workers’  productive 
and  miscellaneous  groups. 

This  same  survey  disclosed  the  fact  that  a  retail 
trade  of  more  than  $12,000,000,000  annually  was  con¬ 


ducted  by  consumer  societies  in  21  countries — and 
that  in  each  of  five  countries  cooperative  retail  stores 
had  sales  of  more  than  $100,000,000. 

Of  46  wholesale  organizations — for  which  data 
was  obtainable — cooperative  wholesale  volume  was 
reported  to  be  approximately  $900,000,000  for  the 
year  1934;  and  the  majority  of  wholesale  cooperative 
societies  carried  on  productive  activities  of  consi«U*r- 
able  variety  and  volume. 

The  same  report  states  that  in  Great  Britain 
alone  the  retail  cooperative  societies  returned  to  their 
members  in  patronage  dividends  on  the  1934  business 
over  $92,000,000,  in  addition  to  over  $23,000,000  in 
interest  on  capital  shares. 

As  a  further  indication  of  the  wide-spread  growth 
of  the  cooperative  movement,  this  survey  indicates 
that  the  cooperators  of  38  countries  have  an  inter¬ 
national  organization — the  International  Cooperative 
Alliance — with  which  there  are  affiliated  more  than 
86,000  cooperative  societies,  reporting  a  membership 
of  97,790,000. 

Surely,  in  accordanee  with  these  statistics  the 
cooperative  movement  has  met  with  a  marked  degree 
of  success  and  progress  in  a  number  of  countries 
throughout  the  world  since  its  humble  beginning  in 
Rochdale,  England,  ninety  years  ago. 

•  «  *  «  « 

Different  Types  of  Cooperatives 

Cooperative  Stores 

The  most  common  form  of  consumers’  coopera¬ 
tives  is  the  retail  store.  These  stores  deal  primarily 
in  groceries,  meats,  dairy  and  bakery  products,  oil, 
gasoline  and  staple  general  lines  of  merchandise. 

The  average  cost  of  a  membership  share  in  co¬ 
operative  stores  is  $5,  although  in  some  cases  it  runs 
as  high  as  $10  and  even  $25.  Non-members  may  make 
purchases  in  retail  cooperative  stores,  and  the  rebates 
on  their  purchases  are  held  by  the  cooperative  until 
they  have  accumulated  in  amount  sufficient  to  enable 
them  to  purchase  a  share.  Then  they  become  regular 
members  of  the  cooperative  store  and  are  entitled 
to  the  regular  rate  of  interest  on  their  share  of  stock, 
as  well  as  dividends  based  upon  the  amount  of  their 
purchases. 

Consumers'  Cooperative  Clubs  and  Societies 

Consumers’  cooperative  clubs  and  societies  are 
voluntary  groups  organized  for  the  purpose  of  effect¬ 
ing  savings  on  their  purchases,  but  they  do  not  oper¬ 
ate  retail  stores.  Members  pool  their  purchases  and 
buy  on  a  group  basis  directly  from  a  wholesaler  or 
manufacturer — shipment  either  being  made  directly 
to  the  home  of  the  purchaser  or  to  some  central 
point  where  the  purchaser  calls  for  his  goods. 
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ill  8uuie  instances  arrangements  are  made  with 
established  retailers,  whieh  permit  members  of  con¬ 
sumers*  clubs  and  societies  to  purchase  goods  at  a 
discount  olT  the  prices  quoted  to  regular  customers. 

The  consumers'  cooperative  clubs  are  local  in 
scope  and  character  and  appeal  to  the  needs  of  small 
communities,  inasmueh  as  they  require  little  or  no 
capital  for  their  operation. 

Cooperative  \f  hole  sale  Societies 

As  the  business  of  consumers’  cooperative  socie¬ 
ties  grew,  they  found  it  to  their  advantage  to  eease 
purchasing  from  regular  wholesalers;  and  through 
the  grouping  together  of  several  societies  or  clubs  to 
organize  a  cooperative  wholesale  soeiety.  Member¬ 
ship  in  cooperative  wholesale  societies  is  not  held  on 
an  individual  basis,  but  rather  in  the  name  of  con¬ 
stituent  eonsumer  clubs. 

These  wholesale  cooperative  societies  distribute 
dividends  to  their  group  members  in  the  same  man¬ 
ner  as  the  surplus  of  a  retail  cooperative  is  distributed 
to  its  individual  consumer  members. 

Producers'  Cooperatives 

Producers'  cooperatives  may  be  grouped  in  two 
classes;  first,  groups  of  workers  who  actually  produce 
goods;  and  secondly,  organizations  of  producers  who 
desire  to  distribute  their  products  through  marketing 
cooperatives. 

Producers’  cooperatives  consist  of  both  groups 
of  farmers  who  own  their  own  farms  and  who  desire 
to  market  their  crops  in  large  lots  rather  than  in  small 
and  separate  transactions;  and  of  factories  which  are 
owned  by  the  workers  and  who  distribute  the  earn¬ 
ings  among  themselves. 

Producers’  cooperatives  have  not  met  with  the 
same  ilegrce  of  success  as  have  consumer  cooperatives. 
This  is  due  to  the  fact  that  there  are  definite  limita¬ 
tions  as  to  the  number  of  people  who  can  be  em¬ 
ployed  in  such  enterprises,  and  if  the  number 
becomes  too  large — t':en  the  earnings  per  worker 
decline  materially.  In  fact,  the  majority  of  producers’ 
cooperatives  have  eventually  been  reorganized  into 
orthodox  businesses,  owned  by  a  few  who  employ 
necessary  labor  on  a  regular  wage  scale  basis. 

On  the  contrary,  retail  consumer  cooperatives  do 
not  encounter  these  limitations  and  grow  financially 
stronger  through  the  capital  received  due  to  the  ac¬ 
quisition  of  new  members  and  their  patronage  as 
every-day  purchasers. 

Self-Help  Cooperatives 

The  so-called  Self-Help  Cooperatives  are  organ¬ 
ized  chiefly  during  periods  of  economic  depression. 
Their  inenihership  is  made  up  of  unemployed  men 


and  women  who  have  neither  the  money  to  become 
members  of  eonsumer  cooperatives  nor  the  necessary 
capital  to  start  a  producers’  cooperative.  It  is  the 
function  of  self-help  cooperatives  to  produce  goods 
for  the  use  and  consumption  of  their  own  members 
who  pay  for  these  goods  with  their  own  labor. 

Self-help  cooperatives  thrive  chiefly  in  periods 
of  wide-spread  unemployment  and  tend  to  disband  as 
improved  economic  conditions  make  possible  the  re¬ 
employment  of  labor  by  private  industry. 

»  «  «  *  * 

The  Consumers^  Cooperative  Movement 
in  the  United  States 

Consumers’  cooperatives  find  fertile  fields  for 
organization  and  development  during  periods  of 
economic  stress.  The  first  cooperatives  established 
in  America  were  formed  in  Boston  in  1845.  With  the 
early  migration  into  the  West,  cooperative  societies 
were  established  in  that  section  of  the  country  by 
farmers  who  found  themselves  confronted  with  eco¬ 
nomic  hardships  and  heavily  in  debt.  Through  the 
formation  of  cooperatives  these  Pioneer  farmers  dis¬ 
posed  of  their  products,  built  cooperative  grain  ele¬ 
vators  and  warehouses,  and  bought  their  necessary 
supplies. 

Again  following  the  Civil  War  many  cooperative 
societies  were  established  among  farmers  and  work¬ 
ers  as  the  solution  to  the  existing  abnormal  economic 
conditions  of  those  days. 

During  the  World  War,  and  in  the  depression 
period  of  1920-1921 — large  numbers  of  cooperative 
societies  were  organized  as  the  answer  to  the  situation 
when  prices  of  commodities  and  goods  were  greatly 
in  excess  of  prevailing  wages. 

Thus,  it  can  be  seen  that  the  cooperative  move¬ 
ment  comes  to  the  fore  and  gains  prominence  and 
numerical  strength  whenever  hard  times  resulting 
from  adverse  economic  conditions  have  confronted 
our  people;  and  experience  has  also  shown  that  the 
movement  makes  greater  headway  among  industrial 
workers  of  small  earnings — who,  of  necessity,  must 
secure  the  greatest  possible  value  in  return  for  their 
purchasing  power,  than  it  does  among  those  workers 
in  more  comfortable  circumstances. 

Since  1933  the  consumer  cooperative  movement 
has  made  greater  strides  in  the  United  States  than 
during  any  prior  period  in  our  Nation’s  commercial 
and  industrial  history.  Statistics  show  that  in  1933 
there  were  328,000  members  of  consumer  coopera¬ 
tives,  spending  approximately  $47,000,000  in  their 
various  affiliated  groups  and  enterprises.  At  the  close 
of  the  year  1935,  it  has  been  estimated  that  there  were 
approximately  1,800,000  people  holding  membership 


June,  1936 


The  Bulletin  of  the  National  Retail  Dry  Goods  Association 


7 


Editorials 


in  consumer  cooperatives;  and  that  during  1934 — 
the  latest  year  for  which  figures  are  available — there 
were  6,600  cooperative  organizations  in  the  United 
States,  with  an  annual  total  volume  of  business  of 
$365,000,000. 

«  «  «  «  # 

Unquestionably,  this  phenomenal  growth  of  con¬ 
sumer  cooperatives  in  the  United  States  during  the 
past  three  years  has  been  due  in  a  large  degree  to  the 
severity  of  the  economic  depression  through  which 
the  Nation  has  been  passing,  with  its  attendant  wide¬ 
spread  unemployment  and  reduced  purchasing  power 
due  to  almost  universal  lower  incomes  of  farmers, 
w  age  earners  and  white  collar  workers  alike. 

But  an  important  ally  in  the  promotion  of  the 
consumer  cooperative  movement  in  the  United  States 
today  is  to  be  found  in  the  sponsorship  and  encour¬ 
agement  which  the  movement  has  received  from 
churches  of  all  important  denominations — including 
adherents  of  the  Protestant,  Catholic  and  Jewish 
Faiths.  In  fact,  the  Federal  Council  of  churches  of 
Christ  in  America — a  Federation  of  23  religious 
national  bodies — recently  sponsored  a  seminar  on 
consumer  cooperatives,  at  which  the  following  Reso¬ 
lution  was  uanimously  adopted: — 

“We  are  convinced  that  the  Co-operative 
Movement  is  one  of  the  major  techniques  in 
making  possible  the  Kingdom  of  Go<l  on 
earth.  We  believe  that  the  churches  ami 
religious  organizations  have  an  opportunity 
to  supply  dynamic  motivation  for  this  most 
])romising  movement.  We  recommend  that 
the  various  church  bodies  should  hohl  other 
Seminars  throughout  the  country  on  the  re¬ 
lation  of  the  Church  to  the  Co-Operative 
Movement  and  that  interested  agencies 
should  more  widely  disseminate  the  litera¬ 
ture  on  the  movement.” 

«  *  *  *  * 

The  cooperative  movement  has  as  one  of  its 
prime  objectives  the  elimination  of  the  profit  motive 
from  business.  In  this  connection  the  following  ex¬ 
cerpt  from  an  address  by  one  of  the  leading  Church¬ 
men  of  America  today  seems  to  portray  the  thinking 
and  philosophy  of  many  religious  sects  in  their  atti¬ 
tude  towards  the  establishment  and  growth  of  co¬ 
operative  enterprises: — 

“What  is  there  so  sacred  about  the  profit 
system  that  the  Church  must  not  call  it  to 
account?  What  is  profit?  It  is  what  remains 
in  business  after  wages  and  salaries,  interest 
and  insurance,  and  all  forms  of  service  are 
paid  for.  In  prosperous  times  this  remainder 
may  be  just  like  ‘findings’,  representing  no 
service  on  the  part  of  the  finder,  or  may  be 


returns  made  possible  by  the  fact  that  people 
live  together  in  groups,  again  without  any 
elfort  of  the  gainer.  Sometimes  these  j)rizes 
reach  large  figures.  They  may  represent 
earnings — but  not  the  earnings  of  those  who 
get  them.  Up  to  the  present,  society  has 
chosen  to  let  these  prizes  go  to  individuals 
as  incentives.  W  hat  now'  is  the  heresy,  from 
the  standpoint  of  a  Christian,  in  raising  the 
question  as  to  whether  society  should  not 
take  to  itself  as  much  of  these  profits  as  it 
thinks  best?” 

It  is  not  our  intention  to  place  undue  empliusis 
or  criticism  upon  the  attitude  of  religious  denomina¬ 
tions  towards  the  cooperative  movement,  hut  we  do 
believe  that  the  position  of  the  churches  in  fostering 
ami  sponsoring  cooperatives  is  worthy  of  this  passing 
mention  because  of  the  tremendous  influence  whicli 
they  wield  upon  the  lives  and  thinking  of  millions 
of  our  people.  It  has  been  asked,  and  perhaps  riglit- 
fully  so,  what  would  become  of  the  churches  of 
America  if  the  profit  motive  were  eliminated  from 
all  business.  For,  is  it  not  a  fact,  that  our  churches, 
— great  and  small — have  been  built  through  the  gen¬ 
erous  donations  of  many  of  our  successful  business 
leaders  as  well  as  by  the  modest  but  sincere  support 
of  millions  of  our  wage  earners  employed  under  the 
profit  system. 

Perhaps  no  happening  of  the  past  year  has 
focusecl  the  spotlight  of  attention  upon  the  con¬ 
sumer  cooperative  movement  in  the  United  States 
more  than  has  the  organization  of  the  Consumer  Dis¬ 
tribution  Corporation  by  Edward  A.  Filene  of  Boston 
— one  of  the  outstanding  merchants  of  this  country. 
Because  of  the  general  interest  of  our  Craft  in  this 
new  project,  it  may  not  be  amiss  to  describe  briefly 
the  aims  and  objectives  of  this  Organization,  of 
which  Mr.  Filene  is  the  active  Head. 

The  chief  purpose  of  the  Consumer  Distribution 
Corporation — as  we  understand  it — is  the  organiza¬ 
tion  of  a  league  of  cooperative  *lepartnient  stores. 
Mr.  Filene  and  his  Associates  plan  to  assist  coopera¬ 
tively  minded  consumers  to  organize  locally  for  the 
establishment  of  a  cooperative  retail  store  in  a  given 
community.  After  such  a  local  group  has  adequately 
financed  itself  and  has  arrange<l  to  purchase  either 
an  existing  store  or  suitable  property  which  may  he 
used  for  retail  purposes;  then  the  Consumer  Distribu¬ 
tion  Corporation  will  survey  the  business  or  physical 
premises;  and,  if  approved,  will  lend  its  wholehearted 
support  in  setting  up  the  new'  organization;  and  will 
make  available  its  specialized  staff  to  aid  in  the  plan¬ 
ning  of  the  merchandising  and  operating  functions 
of  the  newly  established  business. 
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>ot  only  will  the  Consumer  Distribution  Cor¬ 
poration  ahl  the  newly  formed  cooperatives  in  the 
selection  of  satisfactory  and  efficient  personnel,  and 
in  tlie  estahlishment  of 'sound  policies  for  its  guid¬ 
ance;  hut  it  is  also  planned,  as  soon  as  there  are  a 
sufficient  luimher  of  such  cooperative  stores  organ¬ 
ized.  to  engage  in  the  centralized  buying  of  mer¬ 
chandise  in  order  that  mass  purchasing  may  result 
in  tlic  lowest  available  market  prices  to  the  partici¬ 
pating  stores. 

riiis  program  of  the  Consumer  Distribution  Cor¬ 
poration  is  worthy  of  special  attention  because  it 
constitutes  the  first  attempt  in  this  country  to  organ¬ 
ize  and  operate  large  retail  units  on  a  cooperative 
basis.  There  are  many  who  question  the  wisdom  and 
probable  success  of  this  venture,  hut  since  the  project 
is  of  recent  origin,  it  is  too  early  to  forecast  its  event¬ 
ual  success  or  failure. 

»  «  «  «  « 

Federal  Government  Aids  to 
Consumer  Cooperatives 

The  cooperative  movement  has  long  received  the 
attention,  study  and  support  of  various  Federal  gov- 
ernniental  agencies.  As  early  as  1918,  the  Bureau  of 
Labor  Statistics  of  the  LTiited  States  Department  of 
Labor  conducted  research  in  this  field  and  has  since 
that  time  reported  the  progress  of  various  consumer 
cooperative  movements  which  it  regards  as  being 
closely  allied  with  the  interests  of  wage  earners. 

Under  authority  granted  by  the  Cooperative 
Marketing  Act  of  1926,  the  Cooperative  Marketing 
Division  ol  the  Farm  Credit  Administration  has 
been  conducting  surveys  and  publishing  reports  for 
the  guidance  and  use  of  farm  purchasing  associations. 

Since  1933  the  cooperative  movement  in  the 
Lnited  States  has  become  the  subject  of  careful  stuily 
and  attention  by  the  Federal  Government,  which  has 
given  its  support  and  cooperation  in  fostering  various 
forms  of  cooperatives  in  diverse  ways. 

For  example,  special  banks  for  Agricultural  Co¬ 
operatives  have  been  established  in  each  of  the 
twelve  Federal  Reserve  Districts,  under  authority  of 
the  Farm  Credit  Act  of  1933,  and  a  Central  Bank 
for  cooperatives  has  been  set  up  in  Washington  under 
the  division  of  the  Farm  Credit  Administration. 

As  part  of  its  educational  program,  the  Extension 
Service  ol  the  Department  of  Agriculture  freely  dis¬ 
penses  information  in  rural  communities  on  the  or¬ 
ganization  of  purchasing  cooperatives. 

The  Farm  Credit  Administration  has  also  taken 
a  particular  interest  in  the  formation  of  credit 
unions;  and  up  until  May  1,  1935  304  charters  had 
been  granted  to  Federal  Credit  L^nions  under  the 
Credit  Union  Act  of  1934. 


As  an  aid  to  the  unemployed  the  Federal  Govern¬ 
ment  has  been  particularly  active  in  many  sections  ot 
the  country  in  the  organization  of  self-help  coopera¬ 
tives,  consisting  of  workers  who  give  their  services 
or  barter  their  labor  for  food  and  other  commodities 
either  among  themselves  or  among  those  outside  ot 
their  self-help  cooperative  groups.  On  January  1, 
1935,  it  was  reported  that  175  self-help  cooperatives 
were  being  financed  by  Federal  Grants,  and  that  an 
almost  e<|ual  nundier  were  operating  without  the  aitl 
of  Federal  funds. 

In  the  Division  of  Suhsistenee  Homesteads  and 
the  Tennessee  Valley  Authority,  the  organization  of 
consumer  cooperatives  in  one  form  or  another  has 
met  with  favor  and  ajiproval  as  a  means  of  socializ¬ 
ing  these  projects  in  their  resjiective  communities 
and  areas. 

Not  only  have  the  agencies  of  the  Federal  (iov- 
ernnient  been  active  in  aiding  the  cooperative  move¬ 
ment,  hut  measures  have  been  introduce*!  in  the 
Congress  intemle*!  to  encourage  ami  assist  the  organ¬ 
ization  of  consumer  cooperatives;  and  other  measures 
have  been  consi*lered  which  would  exempt  coopera¬ 
tives  from  various  limitations  ami  restrictions  in- 
temled  to  be  applied  to  ortho*lox  retailers. 

Most  notable  of  these  measures  is  the  Scott  Bill 
which  was  intro*luce*l  in  the  House  of  Representatives 
on  January  31st  last. 

Th  is  Bill  provideil  for  the  appointment  of  a 
Consumers'  Advisory  Council  to  be  appointed  by  the 
Presi*lent  of  the  United  States;  ami  the  functions  of 
this  Council  were  to  stimulate  interest  in  the  prob¬ 
lems  of  the  consumers,  to  promote  larger  and  more 
economic  use  of  goods,  and  to  establish  ami  operate 
cooperative  institutions. 

The  same  Bill  further  authorized  the  incorpora¬ 
tion  of  a  Central  Bank  for  consumer  cooperatives, 
and  sought  an  appropriation  of  $75,000,000  to  be  used 
for  this  purpose.  It  also  sought  authority  for  the 
organization  of  local  banks  to  be  known  as  Banks 
for  Consumer  Cooperatives — the  number  and  location 
to  be  determined  at  the  discretion  of  the  Consumers’ 
Advisory  Council. 

The  Scott  Bill  failed  of  enactment  at  this  session 
of  the  Congress,  but  it  may  well  be  regarded  as  the 
forerunner  of  similar  legislative  proposals  at  the 
next  Congress. 

*  *  «  *  -3- 

Not  only  has  the  Fe*leral  Government  been  in- 
tereste*!  in  this  movement,  but  34  states  have  enacted 
laws  which  specifically  provide  for  the  incorporation 
of  consumer  cooperatives.  While  the  consumer  co¬ 
operatives  may  operate  without  being  incorporated; 
nevertheless,  these  laws — although  not  uniform  in  all 
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states — protect  the  individual  member  from  liability 
in  the  event  of  failure  of  the  organization  or  society. 

In  states  where  there  is  no  specific  cooperative 
law,  cooperatives  are  often  organized  under  the  laws 
applicable  to  non-profit  organizations,  such  as 
churches,  educational  institutions  and  fraternal 
lodges. 

Exemption  is  even  granted  from  various  state 
taxes  to  some  forms  of  cooperatives,  although  the 
practice  is  far  from  uniform  in  the  various  states. 
Congress  has  exempted  farmers’  cooperative  organiza¬ 
tions.  which  market  farm  products  and  which  pur* 
chase  farm  supplies,  from  the  payment  of  Federal 
income  taxes  from  the  proceeds  of  such  sales  upon 
which  a  dividend  is  paid  to  members. 

«  «  «  «  * 

The  National  Retail  Dry  Goods  Association  has 
always  registered  its  opposition  to  all  Federal  meas¬ 
ures  intended  to  lend  governmental  financial  aid  to 
consumer  cooperative  organizations — on  the  basis 
that  such  legislation  is  discriminatory  in  character 
and  seeks  to  promote  the  welfare  of  one  form  of 
distribution  to  the  detriment  of  all  other  forms  of 
distribution,  which  constitute  a  most  important 
source  of  taxation  to  the  Federal  Government.  We 
believe  that  this  position  of  your  National  Association 
is  sound  and  is  fair  and  equitable  to  all  taxpayers  of 
the  Nation,  who  should  not  be  called  upon  to  support 
such  enterprises  which  are  operated  for  the  benefit 
of  a  few  and  are  not  in  the  general  public  interest. 
Legislation  authorizing  governmental  financial  aid 
to  cooperatives  is  class  legislation,  and  is  not  in  accord 
with  the  principles  of  our  democratic  form  of  Gov¬ 
ernment. 

«  «  *  «  » 

Alleged  Advantages  of  Consumers^ 
Cooperatives 

Sponsors  of  the  consumers’  cooperative  move¬ 
ment  point  out  that  retail  cooperatives  can  supply 
their  customers  with  better  values  in  the  way  of  goods 
and  services,  inasmuch  as  all  their  efforts  are  devoted 
to  buying  those  lines  of  merchandise  which  their 
members  demand,  and  selling  them  at  the  lowest 
possible  cost  without  regard  for  high  or  immediate 
profits  on  their  capital  investment. 

Furthermore,  they  point  out  that  this  means  of 
distribution  results  in  more  satisfied  customers,  inas¬ 
much  as  each  member  of  a  cooperative  enterprise 
has  a  voice  in  the  formulation  of  its  policies  and 
management  which  insures  better  planning  and 
budgeting  as  well  as  the  carrying  of  adequate  stocks 
of  merchandise  most  in  demand.  Its  proponents  claim 


that  these  factors  advance  the  efficiency  of  an  organ¬ 
ization  and  eliminate  much  of  the  guess  work  from 
retailing — and  thereby  result  in  reduced  operating 
costs. 

And  finally,  it  is  pointed  out  that  inasmuch  as 
the  cooperators  are  part  owners  of  the  store  and 
share  in  its  patronage  dividends  in  proportion  to  the 
degree  of  the  amount  of  their  purchases — that  its 
members  can  effect  substantial  savings  in  their  living 
costs. 

«  «  «  «  « 

The  Fallacies  of  Consumer  Cooperatives 

In  theory  the  consumer  cooperative  movement 
offers  the  aforementioned  benefits  and  advantages  to 
the  consuming  public,  hut  in  actual  practice — when 
consumer  cooperatives  engage  in  the  sale  of  style  and 
fashion  merchandise,  home  furnishings,  wearing  ap¬ 
parel  and  accessories,  and  the  thousands  of  other 
items  which  cannot  be  classified  as  staples — they  are 
hound  to  encounter  the  same  hazards  of  buying  and 
the  same  errors  in  judgment  as  are  to  be  found  in  the 
best  managed  retail  establishments.  When  consumer 
cooperatives  embark  on  the  sale  of  lines  of  merchan¬ 
dise  other  than  staples,  their  members  quickly  learn 
that  profits  are  small;  they  soon  acquire  a  knowledge 
of  the  complex  and  intricate  problems  of  retail  dis¬ 
tribution;  and  they  soon  become  disappointed  in  the 
financial  rewards  which  are  not  forthcoming. 

«  «  «  « 

If  the  theory  of  the  consumer  cooperative  move¬ 
ment  were  to  be  adopted  universally  in  production 
and  in  wholesale  and  retail  distribution — so  that  all 
profits  accruing  from  our  industries  and  trades  were 
paid  out  to  the  cooperating  members  in  these  enter¬ 
prises — to  what  sources  would  our  federal,  state  end 
local  governments  turn  for  needed  revenue  to  carry 
on  their  various  functions  in  the  public  interest. 

To  what  sources  would  our  churches,  educational 
and  philanthropic  institutions  turn  for  substaii:ial 
donations  and  contributions  to  carry  on  their  many 
worthy  projects? 

The  elimination  of  the  profit  motive  from  busi¬ 
ness — as  we  know  it  today — is  a  step  towards  Social¬ 
ism  which  will  undermine  the  stability  of  our  public 
and  private  institutions  which  have  contributed  so 
much  to  our  national  advancement. 

»  «  «  «  « 

From  an  economic  point  of  view,  if  the  consumer 
cooperative  movement — as  its  proponents  claim  it 
will — results  in  the  need  for  employing  fewer  of  our 
people  in  the  various  distributive  crafts,  then  what 
is  to  become  of  those  thousands  who  may  be  released 
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from  tin’  Held  of  distribution  and  added  to  the  ranks 
of  our  uiieiii|doyed?  Without  jobs — they  will  be 
without  purehasing  power.  Without  purehasing- 
power—  must  they  become  the  permanent  wards  of 
our  Government  and  be  supported  from  the  coffers  of 
public  taxation,  which  would  have  already  suffered 
due  to  the  abolition  of  taxation  on  non-profitahle 
busines>  enterprises. 

«  «  «  «  « 

Ami  finally,  except  in  periods  of  dire  ceonomic 
stress,  we  believe  that  the  cooperative  movement  is 
contrary  to  the  buying  habits  and  money-spending 
habits  of  the  great  mass  of  American  people.  In  some 
coiuiiiunities  this  movement  may  attract  many  adher¬ 
ents  when  it  is  confined  to  the  sale  of  food  products, 
oil,  gasoline,  and  strictly  staple  lines;  but  the  Ameri¬ 
can  consumer  is  an  individualist  with  strong  shop¬ 
ping  instincts  who  desires  novel,  attractive  and  fash¬ 
ionable  merchandise  both  for  personal  and  home 
use,  which  she  is  not  apt  to  find  under  any  regimented 
system  of  distribution  such  as  the  consumer  coopera¬ 
tive  plan  involves. 

These  are  questions  on  this  subject  which  should 
be  well  weighed  by  governmental  authorities,  church 
officials,  advocates  of  the  consumer  cooperative  move¬ 
ment,  and  by  consumers  themselves  before  they  em¬ 
bark  upon  a  project  which  is  likely  to  create  graver 
economic  and  social  problems  than  those  which  now 
exist  umler  our  capitalistic  system  of  business. 

«  «  «  •  « 

The  Future  of  Cooperatives  Rests 
with  Retailers  Themselves 

The  future  of  consumers’  cooperatives  in  this 
country  is  entirely  in  the  hands  of  orthodox  retailers 
of  today. 

hile  retailers  and  their  various  retail  associa¬ 
tions  must  vigorously  oppose  any  legislation  aimed  to 
foster  the  development  of  consumers’  cooperatives  to 
the  detriment  of  all  other  established  forms  of  dis¬ 
tribution;  nevertheless,  the  progress  of  the  coopera¬ 
tive  movement  cannot  be  stopped  or  retarded  through 
legislation — any  more  than  proposed  legislative 
measures  of  the  past  have  resulted  in  the  success  or 
failure  of  other  forms  of  distribution.  Moreover, 
it  must  be  remembered  that  consumers  have  the  same 
right  to  organize  cooperative  groups  and  enterprises 
as  have  retailers  and  other  forms  of  business  to  par¬ 
ticipate  in  buying  groups  and  other  cooperative 
ventures. 

»  e  »  •  « 

But  retailers  and  their  associations  must  insist 
that  consumers’  cooperatives  be  subject  to  the  same 
regulations  and  restrictions  as  are  imposed  by  gov¬ 


ernment  upon  orthodox  forms  of  distribution.  They 
must  not  tolerate  governmental  patronage  which  ex¬ 
empts  cooperatives  from  fair  and  equitable  levies, 
and  they  must  not  countenance  the  financing  or  pro¬ 
motion  of  cooperative  enterprises  by  government — at 
the  expense  of  taxpayers  generally  and  from  tax  lev¬ 
ies  derived  from  private  and  independent  businesses. 

Retailers  also — through  their  respective  organiza¬ 
tions — must  oppose  every  unsound  and  uneconomic 
proposal  which  will  result  in  undue  price  increases 
to  the  consuming  public — while  exempting  coopera¬ 
tives  from  their  burdensome  provisions. 

In  a  word,  established  retailers  of  today  must 
insist  that  all  who  enter  the  field  of  retail  distribution 
must  do  so  under  like  terms  and  conditions,  and  that 
favors  and  exemptions  shall  be  granted  to  no  form  of 
distribution — private  or  cooperative — to  the  detri¬ 
ment  of  other  established  types  of  distributors. 

«  «  *  «  « 

Of  equal  importance  with  the  necessity  for  pro¬ 
tection  from  legislation  favoring  cooperatives — re¬ 
tailers  must  put  their  own  houses  in  order  so  that 
they  may  more  efficiently  and  economically  serve  the 
daily  needs  of  the  consuming  public. 

Merchandise  standards  prepared  and  adopted 
for  insuring  quality  goods  have  played  an  important 
part  in  the  cooperative  movement.  Therefore,  it  is 
obvious  that  private  retailers  must  cooperate  to  the 
fullest  with  every  agency  which  has  a  sound  program 
aimed  to  set  up  suitable  merchandise  standards  in¬ 
tended  to  promote  the  production  and  distribution  of 
serviceable  consumer  goods.  Cheap,  shoddy  merchan¬ 
dise,  distributed  through  existing  retail  channels,  is 
one  of  the  strongest  allies  which  the  consumer  co¬ 
operative  movement  has. 

»  «  »  »  * 

Of  no  lesser  importance  is  the  axiom  that  ortho¬ 
dox  retailers  must  sell  merchandise  at  comparable 
prices  with  cooperatives — if  such  retailers  are  to  con¬ 
tinue  to  receive  their  full  share  of  the  consumer's 
dollar. 

This  means  that  private  business — in  both  the 
fields  of  production  and  distribution — must  be  strip¬ 
ped  of  every  vestige  of  economic  waste,  and  that 
operating  costs  must  be  kept  at  a  reasonable  mini¬ 
mum  consistent  with  the  quality  of  the  goods  and  the 
services  demanded.  For  it  must  be  remembered — that 
the  element  of  price  for  goods  of  comparable  value 
will  always  be  an  important  factor  in  insuring  the 
success  or  failure  of  any  form  of  retail  distribution 
under  our  free  and  open  system  of  competition. 

•  «  «  •  « 

And  finally,  the  American  People  through  con¬ 
structive  educational  channels  must  be  taught  the 
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economic  advantages  of  the  profit  motive  in  business 
generally — what  it  means  in  the  support  of  govern¬ 
ment  ;  in  the  advancement  of  industry  and  commerce ; 
in  the  progress  of  our  churches  and  charitable  insti¬ 
tutions;  and  in  the  employment  of  labor  at  fair  wages 
— in  order  to  counteract  the  vast  amount  of  propa¬ 
ganda  which  is  being  distributed  by  enthusiastic 
sjionsors  of  the  cooperative  movement — for  the  most 
part  sincere,  but  frequently  erring  in  their  practical 
economic  thinking. 

«  «  «  •»  -IJ 

The  consumers'  cooperative  movement  today 
offers  a  real  challenge  to  the  retailers  of  America. 

While  it  is  difficult  to  forecast  the  future,  we 
believe  that  this  challenge  will  be  ably  and  soundly 


met  and  that  the  cooperative  movement  will  not  re¬ 
place  the  ingenuity,  the  intelligence,  and  business 
sense  of  orthodox  retailers  in  serving  the  daily  needs 
ami  wants  of  the  American  People. 

The  answer  to  this  challenge,  however,  is  up  to 
every  retailer  of  today — to  put  his  own  housv  in 
order,  so  that  there  will  be  no  need  for  his  very  <-us- 
tomers  to  compete  with  him  in  the  distrihuti«>n  of 
eonsunier  goods. 
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For  Profit  Put  Accent  on  Merchandise 

BY  H.  1.  KLEINHAIS 
(ifiieral  Manager,  Controllers’  Congress 


This  is  the  supplementary  report  of  the  Controllers’  Con¬ 
gress  on  the  1935  Departmental  Merchandising  and  Op¬ 
erating  Results.  Mr.  Kleinhaus’  detailed  discussion  of  the 
findings  is  illuminating,  particularly  in  its  consideration  of 
the  effect  of  losing  departments  on  store  profits  as  a  whole. 


TH1‘'  Controllers’  Congress  re¬ 
port  on  Merchandising  and 
Ojierating  Results  as  published 
this  year  follows,  in  most  respects, 
that  of  last  year  in  regard  to  the 
ty])e  of  data  included.  Certain  fig¬ 
ures  regarded  as  non-essential  have 
iK'en  omitted ;  these  have  been 
shown  in  preceding  reports  under 
the  captions  “Closing  Stock  %  to 
Last  Year"  and  "Closing  Stock  % 
to  Total  Store’’.  "\Ve  believe  this 
information  is  not  of  sufficient  im¬ 
portance  to  warrant  its  collection 
and  inclusion  in  each  year’s  report. 

We  are,  however,  this  year  pre¬ 
senting  new  and.  we  believe,  very 
valuable  data.  You  will  find  that 
the  report  includes  two  additional 
tables  of  representative  and  “goal” 
I)erformances  for  the  trade  as  a 
whole,  i.  e.,  general  average  figures 
covering  both  department  and  spe¬ 
cialty  stores. 

The  facts  and  figures  as  disclosed 
by  the  data  for  the  trade  as  a  whole 
constitute  the  basis  of  the  comments 
in  the  few  pages  of  textual  matter 
contained  in  the  report.  It  is  upon 
these  data.  also,  that  the  following 
supplementary  observations  are  of¬ 
fered. 

As  a  result  of  the  additional  infor¬ 
mation  disclosed  in  the  report  it  is 
ixtssihle  to  give  the  following  sum¬ 
mary  of  the  trade  jjerformance : 


*/c  to  Total 
Store  Sales 


Cumulative  Markon  38.4 

Markdowns  7.1 

Stock  Shortage  11 

Workroom  Net  Cost  0.5 

Cash  Discount  2.8 

Gross  Margin  35.5 


The  report  also  shows  3.9  as  the 
typical  .stock  turn  figure;  5%  as  the 
increa.se  in  .sales  over  1934;  8.6% 
as  the  returns  in  ratio  to  gross  sales ; 
and  $29.00  as  the  yield  in  annual 
sales  ])er  square  foot  of  selling  space. 

Inventories  at  the  close  of  the 
year  consisted  of  merchandise  less 
than  six  months  old  to  the  extent 
of  74%  ;  16%  was  between  six 
months  and  one  year  old ;  6%  be¬ 
tween  twelve  to  eighteen  months ; 
and  4%  older  than  eighteen  months. 

Total  operating  expenses,  broken 
down  in  the  report  according  to  ten 
functional  and  sub-functional  classi¬ 
fications.  were  33.9%  of  the  aver¬ 
age  store’s  net  sales,  leaving  an 
operating  profit  of  1.6%. 

It  is  recognized  that  even  basic 
.accounting  is  an  inexact  science  in¬ 
fluenced  to  a  degree  by  opinion  and 
personal  judgment.  How  much 
more  inexact,  then,  is  that  division 
of  retail  accounting  concerned  with 
exjx-nse  distribution  and  applied  in 
determining  the  profit  or  loss  of  a 
merchandise  department.  This  state¬ 
ment  is  made  as  a  candid  atlmission 


that  while  we  arc  ready  to  defend 
the  statistical  method  employed  in 
developing  the  typical  figures  from 
the  mass  of  data  contributed,  we  can 
not  be  sure  that  the  basic  m.aterial 
could  pass  the  close  scrutiny  of  each 
and  every  one  having  well  defined 
opinions  on  expense  distribution. 
\Ve  do,  however,  recognize  our  re¬ 
sponsibility  to  eliminate  expense  fig¬ 
ures  that  have  been  determined 
through  methods  which  border  on 
the  arbitrary  and  we  honestly  be¬ 
lieve  that  we  have  m.'ide  a  fair  pres¬ 
entation. 

W  ith  the  alK)ve  reservations  offer¬ 
ed,  in  a  spirit  of  candor  and  frank¬ 
ness.  we  may  proceed  to  discuss 
some  of  the  detailed  findings  of  the 
report. 

The  Piece  Goods  Division,  gen¬ 
erally  speaking,  came  through  the 
year  profitably,  despite  the  fact  that 
sales  volume  showed  a  decline  from 
the  year  before.  Similarly  the  No¬ 
tions  and  Small  W’ares  Division  as 
a  whole  produced  profits.  Silver¬ 
ware,  however,  showed  a  small  loss 
— 0.2%  of  sales.  In  this  group  we 
also  have  the  Toilet  Goods  and 
Drug  Sundries  departments  which 
operated  at  the  expense  ratio  of 
31.3%.  This  might  be  compared 
with  37.8%  for  the  Silverware  de¬ 
partment.  The  comparison  suggests 
a  search  for  the  cause  of  the  great 
(Continued  on  page  40) 
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Stores’  1935  Net  Earnings  Improve! 


BY  CARL  N.  SCHMALZ 
Assistant  Professor  of  Marketing, 
Manager,  Bureau  of  Business  Researeh 
Harvard  Business  School 


A  YEAR  ago,  when  I  presented 
the  report  of  the  1934  Har¬ 
vard  study,  I  expressed  pleas¬ 
ure  at  being  able  to  report  that  1934 
had  been  more  profitable  than  1933 ; 
and  that  departments  and  specialty 
stores  had  enjoyed  a  second  year  of 
improving  earnings  after  passing 
the  bottom  of  the  depression.  I  am 
now  glad  to  announce  that  in  1935 
there  was  further  progress  toward 
recovery. 

'I'he  first  page  of  the  two  which 
}  ou  have  ’•‘presents  four  tables  which 
summarize  the  trends  in  operating 
results  for  four  groups  of  stores  for 
the  six  years.  1930  to  1935,  inclu¬ 
sive.  Each  of  the  groups,  with  one 
unimportant  exception,  contains 
identically  the  same  stores  for  all 
four  years,  and  hence  the  figures 
are  not  distorted  by  changes  in  the 
samples  from  year  to  year. 

The  table  in  the  lower  left-hand 
p>ortion  of  the  page.  Table  8,  shows 
the  results  year  by  year  for  74  de¬ 
partment  stores  with  sales  of  $2,- 
000,000  or  more,  which  are  most 
nearly  representative  of  department 
stores  as  a  whole.  In  this  table, 
please  look  first  at  the  data  for  net 
gain,  which  is  net  business  profit 
without  any  charge  for  interest  on 
owned  capital  and  after  crediting 
miscellaneous  income.  Net  gain  is 
the  profit  on  which  Federal  income 
taxes  are  paid. 

Net  gain,  as  you  will  note, 
amounted  to  3.0%  of  sales  in  1930; 
declined  in  1931  and  1932,  reach¬ 
ing  a  low  ix)int  for  the  depression 
in  the  latter  year  at  -2.2% ;  and 
has  risen  in  every  year  since  1932. 
In  only  one  year  of  the  depression 
did  these  department  stores,  on  the 
average,  fail  to  earn  any  net  gain; 
in  1935  they  earned  3.7%  of  sales; 
and  in  both  1934  and  1935  they 

*Ed.  Note:  Because  of  space  limitations  we 
are  unable  to  include  the  tables  referred  to  by 
Mr.  Schmalz.  They  will  be  found  in  the  text 
of  the  Report  itself. 


earned  at  a  higher  rate  than  they 
did  in  1930. 

On  the  line  above  net  gain  in  the 
table  are  the  figures  for  net  profit 
or  loss.  Net  profit  or  loss  is  the 
amount  left  out  of  gross  margin 
after  meeting  operating  expenses, 
including  interest  on  investment.  It 
should  1^  thought  of  as  the  earnings 
from  merchandising  operations.  In 
1930  the  74  stores,  on  the  average, 
showed  a  net  loss  of  0.5%  of  sales. 
By  1932  the  loss  had  grown  to 
6.6%,  but  with  yearly  improvement 
following  1932.  the  stores  typically 
nosed  over  the  line  to  the  profit  side 
in  1935  with  a  net  profit  of  0.1%. 

As  regards  the  percentages  of 
both  net  gain  and  net  profit,  please 
note  that  following  the  low  point 
in  1932,  big  improvement  was 
shown  in  1933,  less  in  1934,  and 
still  less  in  1935. 

In  the  bulletin  itself  are  given  not 
only  Tables  6,  7,  8,  and  9,  which  are 
based  on  groups  of  identical  stores, 
but  also  general  average  earnings 
data  for  all  stores  reporting  for  each 
of  the  last  seven  years.  These 
broader  statistics  substantiate  those 
of  Table  8,  except  that  they  indicate 
average  net  losses  for  all  department 
stores  as  a  group,  and  for  each  of 
the  three  size  groups  individually. 
For  specialty  stores,  however,  those 
data,  like  the  ones  in  Table  9,  show 
a  net  merchandising  profit  in  1935. 
Thus  specialty  stores  were  the  first 
among  the  concerns  represented  by 
these  studies  to  regain  their  ability 
to  show  some  net  profit,  on  the  aver¬ 
age,  after  charges  for  interest  and 
before  other  income. 

Earnings  above  1930  Level 

The  extent  of  the  improvement 
in  earnings  which  has  taken  place 
since  1932  is  evidenced  by  the  fact 
that,  for  all  three  groups  of  depart¬ 
ment  stores  and  for  specialty  stores, 
the  broader  averages  just  mentioned 


show  that  percentage  results  were 
more  favorable  in  1935  than  in  1930 
or  (with  a  negligible  exception)  in 
any  year  between  1930  and  1935. 
This  was  true  for  both  net  profit 
and  net  gain.  Almost  equally  im¬ 
pressive  facts  may  be  cited  as  re¬ 
gards  dollar  earnings,  which,  of 
course,  are  of  greater  moment  from 
the  point  of  view  of  stockholders. 
For  two  of  the  three  groups  of  de¬ 
partment  stores,  and  for  specialty 
stores,  dollar  net  losses  after  charg¬ 
ing  interest  were  smaller,  or  profits 
were  larger,  in  1935  than  in  any 
other  year  since  1929.  For  specialty 
stores  and  for  the  two  groups  of 
smaller  department  stores,  net  gain 
in  dollars  was  larger  in  1935  than 
in  any  other  year  since  1929.  The 
large  department  stores,  however, 
typically  earned  smaller  dollar 
amounts  of  net  gain  in  1935  than 
in  1930,  with  the  result  that  the  gen¬ 
eral  average  figures  for  all  depart¬ 
ment  stores  indicate  the  same  dollar 
net  gain  for  1935  and  1930. 

Lower  Earnings  for  Small  Stores 

In  1935,  according  to  the  results 
of  this  study,  the  large  department 
stores  again  showed  higher  percent¬ 
age  earnings  than  small  stores  as 
they  commonly  had  done  prior  to 
1933.  The  general  average  figures 
in  the  bulletin  show  clearly  that,  in 
1935,  department  stores  wdth  sales 
of  $2,000,000  or  more  reduced  their 
percentages  of  net  losses  by  0.8% 
of  net  sales  and  increased  their  per¬ 
centages  of  net  gain  by  0.9%  of  net 
sales.  Department  stores  with  sales 
of  $5OO,0OO  to  $2,000,000,  on  the 
other  hand,  showed  improvement 
bulking  much  smaller  in  percentage 
of  net  sales;  and  stores  with  sales 
of  less  than  $500,000  actually  had 
larger  net  losses  before  other  in¬ 
come  in  1935  than  in  1934.  Pre¬ 
cisely  the  same  situation  is  disclosed 
by  Tables  6,  7,  and  8  of  those  in 
your  hands.  Table  6,  you  will  note, 
shows  that  the  small  stores  had  low¬ 
er  rates  of  both  net  profit  and  net 
gain  in  1935  than  in  1934.  The 
more  detailed  information  for  de¬ 
partment  stores  of  different  sizes,  to 
which  we  will  turn  in  a  moment, 
also  shows  that,  in  1935,  as  in  the 
years  prior  to  1933,  the  large  stores 
had  higher  percentage  earnings  than 
the  small  stores. 


14 


The  Bulletin  of  the  National  Retail  Dry  Goods  Association 


June,  1936 


Harr  nr  d  Report 


,verage  Figures  Approximate  1930 


This  article  is,  in  condensed  form,  the  analysis  of  the  1935 
Report  on  Operating  Flxpense  presented  hy  Mr.  Sehinalz  at  the 
Mid-Year  Convention. 

This  annual  study  is  conducted  hy  the  Bureau  of  Business 
Research  of  Harvard  University  for  the  National  Retail  Dry 
Goods  Association.  Once  again  Mr.  Sehinalz  urges  the  need  for 
stringent  expense  eontrol  if  stores  are  to  derive  the  full  benefit 
of  improving  economic  conditions. 


Margins  Unchanged 


Those  of  you  who  are  familiar 
with  the  1934  bulletin  will  recall  that 
in  1933  and  1934  there  was  essenti¬ 
ally  no  difference  iK'tween  the  earn¬ 
ings  rates  of  large  and  small  depart¬ 
ment  stores,  and  that  in  discussing 
this  fact  I  ]H)inted  out  that  it  was 
then  too  early  to  tell  whether  there 
had  iK'en  some  more  or  less  perman¬ 
ent  improvement  in  the  jiosition  of 
the  small  stores  or  whether  they 
merely  had  been  situated  so  as  to 
get  the  Ixmefits  of  recovery  earlier 
tlian  larger  stores.  Since  the  small 
department  .stores  have  lost  the  ad¬ 
vantage  which  they  had  in  1933  and 

1934.  and  again  find  themselves  in  a 
jK).sition  inferior  to  that  of  large  de- 
panment  stores  as  regards  jiercent- 
age  earnings,  it  now  appears  that  the 
second  of  the  two  exjdanations  was 
the  correct  one. 

Higher  Sales 

Xow  let  us  look  more  closely  at 
1935  results  as  contrasted  with 
those  for  1934  and  earlier  years  in 
order  to  .see  how  these  higher  earn¬ 
ings  came  alxjut. 

In  1935,  according  to  the  four 
tables  which  you  have,  dollar  sales 
amounted  to  4%  or  5%  more 
than  they  did  in  1934.  This 
evidence  is  confirmed  by  the  Fed¬ 
eral  Reserve  Hoard’s  index  of 
department  store  sales  which  shows 
a  5%  increase  in  dollar  sales  in 

1935.  Comparison  with  sales  in 
earlier  years  indicates  that  in  1935 
dollar  volumes  were  from  19%  to 
26%  Ik'Iow  those  for  1930. 

Since,  according  to  the  Fairchild 
index,  the  retail  prices  of  goods  sold 
through  department  stores  were 
slightly  lower  (about  2%)  in  1935 
than  in  1934,  the  physical  volume 
of  goods  sold  apparently  was  6% 
or  7%  higher.  Similar  estimates 
running  back  to  1930  indicate  that 
the  1935  sales  on  the  average  repre¬ 
sented  physical  quantities  of  mer¬ 
chandise  not  more  than  9%  smaller 
than  those  handled  in  1930,  for 
large  department  stores  quantities 
only  4%  smaller  than  in  1930,  and 
for  medium-size  department  stores 
quantities  no  smaller  than  in  1930. 
If  there  has  been  any  net  tendency 
to  trade  down  during  this  period, 
the  physical  volume  of  goods  han¬ 
dled  in  1935  was  larger  than  these 
estimates  indicate;  and  the  index  of 


numlKT  of  transactions  in  Table  8 
shows  that,  in  1935,  the  numlx'r  of 
transactions  tvpically  was  less  than 
1%  Ixlow  1930  levels.  Table  8  in¬ 
dicates.  also,  that  the  average  sale 
in  1935  was  25%  below  the  average 
sale  in  1930,  a  drop  apparently  due 
in  part  to  the  19%  decline  in  prices 
and  in  part  to  a  decline  in  the  phys¬ 
ical  quantity  of  goods  sold  jxr  aver¬ 
age  transaction,  and/or  in  the  qual- 
itv  of  goods  sold.  These  latter  de¬ 
clines  must  have  amounted  to  about 

7.5%. 

These  facts  and  estimates  regard¬ 
ing  the  physical  volume  of  goods 
sold  in  department  stores  in  1935 
with  reference  to  1930  are  very  in¬ 
teresting  in  the  light  of  some  tenta¬ 
tive  conclusions  which  I  have  reach¬ 
ed  from  work  on  another  project. 
In  that  connection  I  found  it  pos¬ 
sible  to  make  an  index  of  the  sales 
of  the  typical  department  store  in 
dollars  and  in  physical  volume  an¬ 
nually  from  1900  to  1934,  and  an 
index  of  the  number  of  transactions 
handled  annually  from  1920  to  1934. 
The  number  of  stores  represented 
is  not  large,  but  there  is  reason  to 
believe  that  the  results  are  reliable 
in  a  broad  sort  of  way.  I  hope  that 
final  conclusions  will  be  ready  for 
publication  in  the  fall.  These  data 
show  that  for  the  average  depart¬ 
ment  store,  and  possibly  for  depart¬ 
ment  stores  as  a  group,  the  all-time 
peak  of  dollar  sales  was  reached  in 
1929.  and  the  all-time  peak  as  re¬ 
gards  the  phvsical  volume  of  sales 
in  1929,  1930.  or  1931. 

In  other  words,  it  appears  that, 
although  the  dollar  sales  of  depart¬ 
ment  stores  in  1935  were  at  a  point 
about  25%  below  the  levels  of  1930 
and  around  30%  below  the  highest 
point  ever  reached  (1929),  the 
physical  quantity  of  goods  sold  in 
1935  may  well  have  been  within  5% 
of  the  all-time  high. 


The  data  on  year-to-year  trends 
given  in  Tables  6.  7,  8.  and  9.  aiyl 
the  nuire  detailed  statistics  given  in 
the  second  page  of  the  material 
which  you  have,  show  that  gross 
margin  rates  (the  complement  of 
total  merchandise  costs,  net )  were 
well  maintained  in  1935.  Some 
groups  of  stores  typically  had  small 
decreases  in  the  margin  rate  and 
others  small  increases.  Large  spe¬ 
cialty  stores,  on  the  average,  ac¬ 
cording  to  Table  9,  secured  mar¬ 
gins  in  1935  higher  than  those  for 
19.34  by  0.6%  of  sales.  However, 
when  it  is  noted  that  the  margin 
percentage  of  1935  differed  by  not 
more  than  0.2%  of  sales  from  the 
relatively  high  rates  established  in 
1933  with  the  aid  of  the  price  rise, 
according  to  Tables  6,  7.  8.  and  9. 
it  is  manifest  that  as  regards  gross 
margin  department  and  specialty 
store  iKTlormance  in  1935  was  very 
favorable  indeed. 

-According  to  these  four  tables, 
also,  the  percentage  of  gross  margin 
in  1935  on  the  average  was  higher 
than  the  gross  margin  rate  for  1930 
by  2%  or  2.5%  of  net  sales.  When 
allowance  is  made  for  the  changes 
in  dollar  sales  and  in  the  physical 
volume  of  goods  sold,  it  is  estimated 
that  the  amount  of  gross  margin 
earned  per  physical  unit  of  goods 
sold  was  from  12%  to  15%  lower 
in  1935  than  in  1930.  These  esti¬ 
mates  make  no  allowance  for  trad¬ 
ing  down.  To  the  extent  that  trad¬ 
ing  down  took  place,  the  amount  of 
goods  .sold  was  higher  than  esti¬ 
mated  and  the  margin  per  unit  of 
goods  sold  declined  more  than  the 
figures  indicate. 

Percentage  Expenses  Lower 

As  was  true  in  the  case  of  gross 
margin  percentages,  the  preponder¬ 
ance  of  evidence  afforded  by  this 
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bulletin  is  that  percentage  expenses 
were  lower  in  1935  than  in  1934. 
The  only  table  among  the  four  pre¬ 
senting  contrary  testimony  is  Table 
6;  and  the  data  for  the  17  individual 
volume  groups  of  department  and 
six'cialty  stores  point  clearly  to  the 
general  tendency  for  exjxnse  rates 
to  be  lower  in  1935. 

The  declines  in  the  rate  of  ex¬ 
pense  were  due,  of  cour.se.  to  the 
fact  that  dollar  costs  in  1935,  as  a 
rule,  rose  less  than  dollar  sales. 
This  is  indicated  also  by  the  index 
numlKTs  of  sales  and  dollar  expense 
in  Tables  8  and  9.  The.se  indexes 
in  Table  8  show  that  total  expense 
in  dollars  typically  rose  from  79  to 
82,  or  by  3  points,  while  sales  rose 
from  74  to  78.  4  points  on  a  smaller 
base. 

Finally,  it  is  significant  that,  for 
three  of  the  four  groups  of  stores 
covered  in  these  tables,  dollar  costs 
in  1935  ro.se  by  less  than  70%  as 
much,  in  percentage,  as  the  physical 
volume  of  sales  estimated  on  the 
basis  of  dollar  sales  and  prices.  If 
the  experiences  of  these  stores  are 
typical,  therefore,  the  year  just 
closed  witnessed  a  very  slight  gain 
(it  actually  figures  out  to  be  around 
2%)  in  the  efficiency  of  department 
stores  with  sales  of  $500,000  or 
more,  and  of  specialty  stores  with 
sales  of  $2,(XX),000  or  more,  as 
measured  by  the  money  cost  of  store 
operation  per  physical  unit  of  goods 
handled. 

With  gross  margin  rates  tending 
to  remain  unchanged  from  1934 
levels  or  to  improve  slightly,  and 
with  percentage  expen.ses  lower,  it  is 
clear  that  earnings  in  percentage  of 
sales  were  better  in  1935  than  in 
1934. 

If  one  looks  back  as  far  as  1930 
in  these  four  tables,  he  sees  that  per¬ 
centages  of  total  expense  during  the 
five-year  period  showed  a  net  in¬ 
crease  of  from  0.3%  to  2.5%  of  net 
sales.  These  increases  in  the  per¬ 
centages  resulted  from  a  combina¬ 
tion  of  decreases  in  dollar  sales  and 
decreases  in  dollar  expense,  the 
former  decreases  being  the  larger. 
Since  these  movements  were  accom¬ 
panied  by  a  decline  in  prices  which 
was  smaller  than  the  decline  in  sales, 
the  physical  volume  of  goods  han¬ 
dled  did  not  decline  over  the  period 
so  much  as  sales  and  since  the  physi¬ 
cal  volume  of  sales,  also,  did  not  de¬ 
cline  so  much  as  expense,  there  was 
a  net  decrease  in  the  dollar  expense 
per  physical  unit  of  goods  handled. 
This  decrease  amounted  to  from 
13%  to  18%  in  the  cases  of  the  four 


groujis  of  stores  covered  by  Tables 
6,  7,  8,  and  9. 

For  all  three  groups  of  depart¬ 
ment  stores,  the  decline  in  the  ex- 
jjense  per  physical  unit  of  goods  sold 
was  greater  than  the  decline  in  the 
dollar  margin  per  physical  unit  of 
goods  sold  and.  therefore,  for  these 
stores  net  profit  in  dollars  per  physi¬ 
cal  unit  of  goods  sold  (after  charg¬ 
ing  interest  as  an  e.xpense)  was 
higher  (or  the  loss  lower)  in  1935 
than  in  1930.  In  addition,  for  each 
of  the  three  groups  of  department 
stores,  percentage  lo.sses  in  1930 
were  replaced  in  1935  by  percentage 
profits,  or  smaller  percentage  losses. 
In  fact,  for  all  three  groups  of  de- 
I)artment  stores  dollar  net  earnings 
after  charging  intere.st  (net  profit  or 
loss  )  were  more  satisfactory  in  1935 
than  in  1930.  The  statement  re¬ 
garding  profit  |X‘r  physical  unit  of 
goods  sold  is  borne  out  by  these 
data.  If  earnings  in  dollars  were 
more  satisfactory  in  1935  than  in 
1930,  and  if  the  physical  volume  of 
goods  sold  was  smaller,  of  course 
the  earnings  per  unit  were  more  sat¬ 
isfactory. 

Among  specialty  stores,  the  re¬ 
verse  was  true. 

Differences  between  Results  of 
Small  and  Large  Stores 

Since  the  data  for  1935  disclose 
differences  Ixtween  results  of  small 
and  large  department  stores  essenti¬ 
ally  similar  to  those  seen  in  earlier 
years,  I  will  merely  mention  a  few 
of  these  differences  in  passing  to 
serve  as  a  reminder. 

Last  vear  the  rate  of  increase  in 
sales  was  about  the  same  for  stores 
of  all  sizes  but  the  larger  stores  had 
higher  percentages  of  mark-up.  cash 
discounts,  returns,  gross  margin, 
total  expense,  pay  roll,  real  estate 
costs,  advertising,  supplies,  net 
profit,  net  gain,  and  stock-turn  than 
the  small  stores,  while  the  latter  had 
higher  percentages  of  administrative 
and  general  expense,  and  of  mark- 
downs.  The  medium-size  stores  oc- 
cui^ied  an  intermediate  position  as 
regards  all  these  measures  of  per¬ 
formance. 

Advantages  of  Very  Large  Stores 

Of  course  there  is  not  time  for  me 
even  to  mention  more  than  a  few 
of  the  many  interesting  and  signifi¬ 
cant  facts  disclosed  by  this  table.  I 
should  like,  however,  to  refer  briefly 
to  the  advantages  which  the  very 
large  stores,  those  with  sales  of  more 
than  $10,0()0,C)00.  enjoyed  in  1935. 

As  the  table  indicates  clearly,  per¬ 
centages  of  total  expense  to  sales 


were  at  their  peak  among  depart¬ 
ment  stores  with  sales  of  $4,000,000, 
to  $10,000,000  and  were  smaller  for 
larger  stores.  Gross  margin  percent¬ 
ages,  on  the  other  hand,  were  high¬ 
est  for  department  stores  with  sales 
of  $10,000,000  to  $20,000,000,  and 
were  smaller  by  only  0.1%  of  sales 
among  stores  with  sales  of  $20,(XX),- 
000  or  more.  In  other  words,  the 
very  largest  stores  typically  earned 
a])j>roximately  the  peak  rate  of  gross 
margin  and  at  the  same  time  showed 
an  advantage  in  expense  rates  over 
the  stores  with  sales  of  $4,000,(XX) 
to  $10.000.0(X)  amounting  to  0.8% 
of  sales. 

Hence,  among  department  stores 
with  .sales  of  $4,000,000  or  more, 
net  profit  rates  in  1935  typically 
grew  higher  with  the  size  of  store. 
This  tendency  for  the  largest  de¬ 
partment  stores  to  show  an  advant¬ 
age  in  total  expense  rates  without  a 
corresponding  disadvantage  in  mar¬ 
gin  rates  was  not  manifest  in  1932, 
1933,  and  1934,  the  three  preceding 
years  for  which  comparisons  can  be 
made. 

More  detailed  examination  of 
the  table  shows  that  among  stores 
with  sales  of  $2,000,(XX)  or  more, 
mark-down  rates  were  at  their  peak 
for  stores  with  sales  of  $4,000,000 
to  $10,(XX).0(X)  and  became  progress¬ 
ively  lower  for  larger  stores,  the 
mark-downs  for  stores  with  sales  of 
$20,000,000  or  more  being  lower 
than  those  ty|)ically  reported  for  any 
other  sales  volume  group.  The  stores 
with  sales  of  $20,(XX),000  or  more, 
however,  had  so  pronounced  an  ad¬ 
vantage  in  mark-downs  that  they 
showed  the  lowest  percentage  retail 
reductions  of  any  group  of  depart¬ 
ment  stores  except  the  group  with 
sales  of  less  than  $150,(XX). 

In  view  of  these  lower  retail  re¬ 
ductions.  the  very  largest  stores 
were  able  to  accept  a  substantially 
lower  percentage  of  initial  mark¬ 
up  than  the  stores  with  sales  of 
from  $4,(X)0,(XX)  to  $20,000,000  and 
still  come  out  with  practically  no 
disadvantage  in  margin  over  the 
highest  rate  reported  by  any  group. 
This  favorable  situation  as  re¬ 
gards  merchandising  operations  was 
matched  by  the  advantage  already 
referred  to  in  total  expense  and  by 
advantages  growing  out  of  a  higher 
rate  of  stock-turn,  a  lower  percent¬ 
age  of  credit  sales  to  total  sales,  and 
higher  sales  per  selling  employee 
and  per  total  store  employee.  The 
advantage  in  the  utilization  of  sell¬ 
ing  personnel  seems  to  have  been 
(Continued  on  page  48) 
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Tax  Reduction — Where  It  Begins 

BY  K.  E.  ARMSTRONG 
Assistant  Controller,  Marshall  Field  &  Co. 


SPEAKING  on  Government  P'i- 
nancing  and  Federal  Taxation,  1 
lK*lieve  it  well  to  give  the  defini¬ 
tion  of  this  subject  as  it  appears  in 
the  dictionary.  One  authority  defines 
"finance”  as  the  science  of  manag¬ 
ing  money;  and  another  authority 
defines  "finance”  as  ( 1 )  the  provi¬ 
sion  of  funds,  (2)  the  custody  of 
funds,  and  (3)  disbursements. 
"Taxation”  is  defined  as  the  system 
of  raising  revenue.  "Government” 
in  this  instance  will  he  treated 
synonymously  with  “Federal”, 
and  1  will  limit  my  talk  to 
Federal  Financing  and  Taxa¬ 
tion.  As  a  matter  of  fact,  that 
subject  alone  is  sufficient  for 
one  talk  and  should  not  he 
combined  with  the  States’ 
problems. 

The  Federal  government  of 
the  United  States  is  the  big¬ 
gest  business  in  the  world  to¬ 
day,  and  I  know  it  is  the  de¬ 
sire  of  all  the  men  present  to 
see  that  this  big  business  is 
run  on  a  business-like  basis. 

If  this  were  our  own  business  that 
we  were  analyzing,  there  would  l)e 
two  things  we  would  want  to  know  : 
first,  where  are  we  going  to  get  the 
money  to  spend ;  and  second,  how 
are  we  going  to  spend  that  money 
to  the  best  advantage?  Unfortunate¬ 
ly,  government  is  run  in  just  the  re¬ 
verse  order.  The  legislators  place 
the  need  or  expenditures  first  and 
then  devise  the  means  of  financing 
the.se  expenditures.  We  will  discuss 
our  subject  in  that  order. 

We  hear  and  read  a  great  deal 
about  the  tremendous  increase  in 
expenditures  of  our  Federal  govern¬ 
ment.  Just  the  other  day,  I  saw  a 
chart  in  the  newspaper  showing  that 
in  the  last  three  years,  1934  through 
1936,  our  Federal  government  has 
expended  within  300  million  dollars 
as  many  billions  of  dollars  as  w’ere 
expended  by  this  country  from  the 
time  of  Washington  to  the  time  of 
Wilson,  or  from  1789  to  1913 — 
some  24  billion  dollars.  These  are 
astonishing  figures,  but  before  we 
jump  at  a  final  conclusion,  we  must 
admit  there  was  some  necessity  for 
the  expenditures  of  the  last  few 
years. 


We  have  all  heard  of  the  depres¬ 
sion  that  we  just  passed,  we  hope, 
but  there  are  other  factors :  The 
country  is  tremendously  bigger  and 
the  demands  of  the  people  have 
changed.  As  a  matter  of  fact,  prob¬ 
ably  the  answer  is  that  the  i)eople 
themselves  expect  more  from  the 
government  today  than  they  ever 
have  in  the  history  of  the  country. 

Let  me  quote  a  statement  I  re¬ 
cently  read  which  I  think  brings  out 
this  ])oint  somewhat ; 


“The  threat  that  the  long 
established  and  ever  growing 
habit  of  treating  Uncle  Sam  as 
a  sugar  daddy  will  undermine 
the  independence  and  self-re¬ 
spect  of  the  American  people 
and  will  corrupt  the  electorate 
and  their  chosen  representa¬ 
tives.” 

This  is  not  a  political  speech,  and 
under  no  circumstances  is  it  to  be 
construed  as  such,  but  I  want  to 
point  out  that  one  of  the  funda¬ 
mental  differences  between  today 
and  the  past  is  the  fact  that  the 
people  —  and  when  I  say  the 
“people”,  I  include  business  men — 
have  changed  their  ideas.  Back  in 
the  early  days  of  this  country,  or 
149  years  ago  when  the  constitu¬ 
tion  was  adopted,  there  was  a  great 
deal  of  talk  about  State  rights  ver¬ 
sus  central  government.  Today  our 
thinking  on  that  subject  has  reversed 
itself,  and  the  people  are  looking 
more  and  more  to  the  Federal  gov¬ 
ernment  for  their  benefits  for  which 
they  formerly  looked  to  their  own 
State  governments.  I,  for  one,  am 
very  sorry  to  see  this  trend,  because 
in  my  humble  opinion,  the  sooner 


we,  as  business  men,  can  turn  this 
trend,  the  sooner  we  have  a  chance 
to  reduce  the  exorbitant  cost  of  our 
Federal  government.  By  that  I  don’t 
mean  that  the  States  should  take  on 
the  exjjenses  of  the  Federal  gov¬ 
ernment,  but  I  do  think  that  if  we 
have  the  ixjwer  of  si^ending  this 
money  nearer  home,  it  will  be  spent 
much  more  wisely  and  more  eco¬ 
nomically,  with  the  result  that  the 
total  expenses  of  the  government 
will  be  materially  reduced,  and  in 
this  instance,  I  refer  to  the 
State  and  local  government  as 
well  as  to  the  national  gov¬ 
ernment. 

Senator  Byrd  of  Virginia 
recently  quoted  the  following 
figures  to  the  Senate  Finance 
Committee :  The  estimated  ex¬ 
penditures  of  the  Federal  gov¬ 
ernment  for  the  fiscal  year 
ending  June  30,  1936,  will  be 
9  billion  915  million  dollars; 
2  billion  237  million  of  this 
amount  is  for  the  Soldiers’ 
Bonus.  We  all  agree  that  the 
Soldiers’  Bonus  is  an  extraordi¬ 
nary  exi)ense.  This  leaves  a  balance 
of  7  billion  678  million  dollars. 

Xot  bothering  you  with  the  dol¬ 
lar  amounts,  this  sum  is  to  be  spent 
approximately  as  follows: 


I’uWic  W()rk.s,  inclti(iiiig  W.P.A.  25.8'’r 

Relief,  including  drought .  5.6 

C.  C.  C .  6.9 

Miscellaneous  Relief  .  6.2 

A.  A.  .\.  . 8.1 

\'eterans'  Pension  and  benefits, 

not  including  the  Bonus .  9.4 

National  Defense  .  9.7 

Miscellaneous  General  F.xpendi- 

tures  .  11.3 

Retirement  of  Public  Debt  .  7.2 

Interest  on  Public  Debt  .  9.7 


This  expenditure  of  9  billion  915 
million  dollars  is  the  largest  peace 
time  appropriation  ever  tnade  by  our 
Federal  government.  Congress  has 
just  been  in  session  working  on  the 
appropriations  for  the  next  Federal 
fiscal  year,  and  the  figure  supplied 
by  Senator  Byrd  for  the  year  ending 
June  30.  1937,  is  8  billion  272  mil¬ 
lion  dollars.  While  this  is  a  de¬ 
crease  from  the  amount  e.xpcnded  in 
the  fiscal  year  just  ending,  we  must 
recognize  that  it  is  only  an  estimate, 
and  Congress  will  be  in  session  again 
before  the  fiscal  vear  1937  is  ended. 


“Business  men,”  says  Mr.  Armstrong 
in  this,  the  text  of  his  address  before 
the  Controllers'  Congress  taxation  ses¬ 
sion  at  the  Mid-Year  Conferences,  “must 
watch  appropriations  more  closely  and 
not  focus  all  their  attention  on  taxation, 
because  after  all,  that  is  locking  the 
barn  door  after  the  horse  is  gone.” 
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I  will  not  bother  you  with  the 
figures  for  1937,  but  the  principal 
decreases  over  the  preceding  year 
occur  in  the  Soldiers’  Bonus  and 
expenditures  for  relief  and  farm 
aid.  However,  the  other  expenses 
of  the  government  are  continuing 
to  increase  over  the  preceding  year, 
and  further,  we  are  faced  with  a 
new  expenditure :  namely.  Social 
Security.  I  understand  the  estimate 
for  Social  Security  expenditures  by 
the  Federal  government  for  the  fis¬ 
cal  year  ending  1937  is  480  million 
dollars ;  and,  gentlemen,  this  is  just 
the  beginning  of  that  account. 

These  sums  which  we  have  been 
quoting  are  tremendous  and  we 
gathered  here,  I  am  sure,  well  real¬ 
ize  the  necessity  of  reducing  these 
expenditures,  but  the  question  for 
you  men  to  answer  is:  Will  these 
Federal  expenditures  be  reduced 
unless  we  as  business  men  intelli¬ 
gently  analyze  the  situation  and  put 
our  shoulder  to  the  wheel  to  see  that 
these  expenditures  are  reduced,  in 
order  that  they  may  be  more  pro¬ 
portionate  to  the  national  income 
and  to  the  population? 

A  fact  which  I  think  is  overlook¬ 
ed  too  often  is  that  a  program  is 
started  liefore  we  fully  appreciate 
it.  and  then  once  it  is  started  and 
our  anxiety  aroused,  we  find  it  too 
late  to  curtail.  Too  often  we  are 
not  aroused  until  after  the  appro¬ 
priation  is  made  and  Congress  finds 
it  necessary  to  raise  money  to  pay 
same.  Then,  and  not  until  then,  do 
we  become  minute  men. 

Some  appropriations  are  inevit¬ 
able.  For  example,  General  Expen- 
tlitures  may  be  further  increased  in 
future  years  by  payment  of  pensions 
to  veterans  of  the  World  War.  In 
1890  the  average  age  of  the  men 
who  fought  in  the  Civil  War  was 
46.  and  Congress  passed  a  pension 
bill.  In  1920  the  average  age  of  the 
men  who  fought  in  the  Spanish 
W’ar  was  46  and  Congress  passed 
a  pension  bill.  In  1939  the  average 
age  of  the  men  who  fought  in  the 
\\'^orld  W'^ar  will  be  46,  and  there 
is  already  agitation  regarding  their 
pension. 

In  my  opinion,  business  men  must 
watch  appropriations  closer  and  not 
focus  all  their  attention  on  taxa¬ 
tion,  because  after  all,  that  is  lock¬ 
ing  the  barn  door  after  the  horse 
is  gone. 

Congressmen  are  human  and  are 
appropriating  only  expenditures  that 
they  think  their  constituents  want. 
Is  it  not  up  to  the  business  men  to 
study  the  situation  in  advance  and 
advise  with  our  Congressmen  on 
the  necessity  of  the  expenditures? 


But  business  men  must  be  wise 
in  the  way  they  confer  with  their 
Congressmen.  Let  me  tell  you  a 
story  along  this  line.  It  seems  that 
long  ago,  the  north  wind  and  the 
south  wind  had  a  heated  discussion 
as  to  which  had  the  better  method 
for  making  i^eople  do  as  they  wish¬ 
ed.  So  to  settle  the  argument,  they 
decided  to  try  out  their  methods  on 
a  man  who  was  trudging  down  the 
road.  The  north  wind  tried  first 
by  puffing,  blowing  and  raging,  with 
the  result  that  the  man  buttoned  his 
coat  very  securely  so  it  would  not 
come  off.  Nothing  came  of  it,  and 
the  north  wind  gave  up  in  despair. 
'Fhen  the  south  wind  aooroached 
the  man.  It  was  gentle,  mild,  balmy 
and  warm.  Soon  the  man  unloosen¬ 
ed  his  coat  and  as  the  south  wind 
continued  to  persuade  him,  he  took 
it  off  entirely.  I  think  we,  as  busi¬ 
ness  men,  would  be  more  success¬ 
ful  with  our  Congressmen  if  we 
ct)uld  take  our  cue  from  this  story. 

The  second  part  of  the  definition 
of  “finance”  is  “the  custody  of 
funds”.  1  think  we  need  be  very 
little  concerned  about  this,  because 
the  Federal  government  has  recent¬ 
ly  built  a  new  gold  warehouse  in 
Kentucky,  and  from  the  description 
of  it  given  in  the  newspapers.  1  be¬ 
lieve  the  custody  is  well  taken  care 
of. 

We  now  come  to  the  third  func¬ 
tion  of  “finance” :  namely,  “provi¬ 
sion  of  funds”.  This  is  very  simple. 
The  Federal  funds  come  from  two 
sources:  borrowings  and  taxation. 
In  recent  years,  more  and  more  of 
our  expenditures  have  come  from 
borrowing.  Our  economists  and 
students  of  Federal  finance  tell  us 
that  such  a  procedure  is  a  danger¬ 
ous  course  and  that  if  the  trend  is 
not  reversed,  it  will  lead  to  but  one 
thing — inflation. 

Use  and  Abuse  of  Credit 

I  recently  read  the  following : 
“What  do  we  have  credit  for?  To 
use  when  the  need  arises.  How  do 
we  have  credit  to  use  then?  By  not 
abusing  it  ever.  The  great  jieril 
which  confronts  us  today  as  a  |>eo- 
ple  is  that  we  may  learn  to  abuse 
the  government  credit  after  the 
emergencv  need  has  passed.”  Let 
me  repeat  that  last  sentence.  “The 
great  peril  which  contronts  us  to¬ 
day  as  a  people  is  that  we  may  learn 
to  abuse  the  government  credit  after 
the  emergency  need  has  passed.” 

W'^hen  we  spend  more  than  we 
take  in,  we  must  borrow.  Just  a 
few  figures  on  Federal  deficits:  In 
1932  our  expenditures  exceeded  our 
receipts  by  3  billion  100  million 


dollars ;  in  1933  another  3  billion 
dollars ;  in  1934,  3  billion  900  mil¬ 
lion  dollars ;  in  1935,  3  billion  500 
million  dollars ;  and  the  1936  figure 
jumps  to  the  astonishing  amount  of 
5  billion  900  million  dollars.  I  will 
not  hazard  a  guess  as  to  what  it 
will  be  in  1937. 

So  far  we  have  covered  these 
deficits  largely  by  our  Treasury 
borrowings.  The  net  Federal  debt 
of  this  country  has  risen  from  16 
billion  481  million  dollars  in  1931 
to  the  all-time-high  of  34  billion  600 
million  dollars  today.  There  is  one 
important  thing  to  bear  in  mind 
about  this  debt:  namely,  it  is  an 
interest  bearing  debt. 

Statisticians  tell  us  that  this  del)t 
is  equivalent  to  270  dollars  per 
capita.  There  are  other  countries 
with  a  larger  per  capita  debt  than 
that,  but  we  as  Americans  are  not 
used  to  such  a  large  ix;r  capita  debt, 
and  our  instinct  is  to  economize  in 
order  that  we  may  reduce  this  debt : 
but  we  cannot  reduce  this  debt  until 
our  Federal  income  exceeds  the  dis¬ 
bursements  and  that  is  where  the 
“rub”  comes  in. 

If  we  are  going  to  continue  mak¬ 
ing  Federal  appropriations  at  the 
rate  we  have  been  going,  we  must 
increase  the  revenues  and  that  can 
only  be  accomplished  by  taxation. 
(')f  course,  there  is  a  limit  to  taxa¬ 
tion.  The  question  now  confront¬ 
ing  us  is :  can  we  increase  taxation 
without  retarding  business  recovery, 
or  had  we  better  reduce  appropria¬ 
tions  so  that  we  may  live  within  our 
income?  This  is  an  infernal  ques¬ 
tion.  because  none  of  us  can  agree 
on  the  limit  of  our  Federal  income. 

It  is  estimated  that  the  Federal 
receipts  for  the  fiscal  year  ending 
1936  will  be  3  billion  949  million 
dollars  which  is  5  billion  900  mil¬ 
lion  dollars  short  of  our  expendi¬ 
tures.  The  question  that  we  busi¬ 
ness  men  have  to  consider  is :  how 
much  can  we  increase  our  contri¬ 
bution  to  the  Federal  government 
without  jeopardizing  business  recov¬ 
ery,  because  when  taxation  reaches 
the  point  of  confiscation,  it  retards 
business. 

We  have  said  that  the  govern¬ 
ment’s  estimate  of  what  it  will  re¬ 
ceive  as  income  for  the  fiscal  year 
just  ending  is  3  billion  949  million 
dollars.  Income  taxes,  including 
personal  and  corporation,  are  esti¬ 
mated  at  1  billion  434  million  dol¬ 
lars  of  this  amount,  or  approximate¬ 
ly  36%.  The  other  sources  of  in¬ 
come  from  taxation  are  as  follows: 
f  1)  miscellaneous  internal  revenue 
taxes  of  1  billion  873  million  dol- 
(Contimted  on  page  52) 
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Recent  Legislative  Trends  and  Their 
Significance  to  Consumers 
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and  Professor  of  Marketing,  Columbia  University 


In  the  light  of  the  possible 
passage  of  the  Patman-Rob- 
insoii  Bill,  this  address  by  a 
distinguished  authority  on  re¬ 
tail  distribution  has  a  special 
pertinence.  In  current  legisla¬ 
tive  proposals  Dr.  Nystrom 
sees  a  growing  tendency  to  re¬ 
strict  individual  initiative,  im¬ 
pair  the  rights  of  private 
pro|»erty  and  stifle  competi¬ 
tion.  His  address  was  deliv¬ 
ered  before  a  recent  meeting 
of  the  Association  of  Buying 
Offices  in  New  York. 


THK  sul)jcct  of  niy  address  is 
jwlitical  but  it  has  nothing  to  do 
with  political  parties  and  has  no 
special  reference  to  the  coming  elec¬ 
tion.  The  legislative  trends  which 
1  am  about  to  mention  Ix'gan  both 
in  Federal  and  State  Legislatures 
several  years  ago.  These  trends  ap¬ 
peared  Lack  in  the  good  old  Repub¬ 
lican  days  of  the  ,1920’s,  hut  they 
have  spread  and  flourished  under  the 
New  Deal  since  1933.  They  seem 
to  thrive  regardless  of  the  political 
party  in  power.  I  hope  that  what  I 
shall  have  to  say  will  prove  of  in¬ 
terest  regardless  of  party  affiliations. 

The  subject  of  my  discussion  is 
the  growing  tendency  by  means  of 
legislation  to  restrict  individual  initi¬ 
ative,  to  attack  the  right  of  private 
property  and.  most  important  of  all, 
to  prevent  or  stifle  competition. 

You  have  all  observed  the  rapid 
spread  of  efforts,  both  in  the  Fed¬ 
eral  and  State  legislatures,  to  hamp¬ 
er,  to  restrict  and  even  to  prohibit 
the  ownership  of  more  than  one 
business  unit  by  one  person  or  com¬ 
pany.  The  best  example  of  this  type 
of  legislation  is  to  lx  found  in  the 
so-called  anti-chain-store  laws  which 
up  to  date,  have  been  passed  in  20 
different  states.  Some  of  these  laws 
are  very  mild  in  their  effects,  others 
are  almost  confiscatory.  These  laws 
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use  the  taxing  method  of  carrying 
their  purposes  into  effect.  However, 
none  of  them  have  for  their  real  pur¬ 
pose  the  raising  of  revenue.  All  are 
frankly  intended  by  those  who  spon¬ 
sored  them  to  place  ])rogrcssive  bur¬ 
dens  on  the  ownership  of  more  than 
one  husiness.  There  arc  those  wht) 
go  further  and  urge  that  the  owner¬ 
ship  of  more  than  one  business  by 
any  person  or  company  should  lx 
prohibited.  The  present  legislative 
trend  seems  to  be  in  this  direction. 

There  is,  as  you  all  1<now,  a  some¬ 
what  hazy  but  nevertheless  wide¬ 
spread  ixlitical  movement  against 
“Bigness  in  Business.”  This  absurd 
and  unthinking  movement  takes  no 
account  of  the  services  that  large 
concerns  render,  nor  of  their  abso¬ 
lute  necessity  in  order  that  modern 
production  and  distribution  may  be 
efficiently  carried  on.  I  am  not  de¬ 
fending  the  practices  of  all  large  con¬ 
cerns.  but  the  injustice  of  any  gen¬ 
eral  condemnation  of  this  kind  must 
be  obvious  to  all.  There  must  fx  big 
business  to  carry  on  the  production 
needed  in  a  big  country.  Even  the 
politicians  who  hope  to  win  unthink¬ 
ing  votes  by  playing  upon  this  idea 
know  this. 

The  legislative  attacks  now  being 
made  on  chain  stores,  department 
stores  and  mail  order  houses 
throughout  this  country  shows  the 
extent  of  this  political  antagonism. 
Certain  politicians  have  discovered 
that  there  are  five  or  six  times  as 
many  votes  among  the  owners  and 
the  employees  of  independent  stores 
and  their  wholesale  sources  of  sup¬ 
ply  as  there  are  in  the  chains,  de¬ 
partment  stores  and  mail  order 
houses.  Unless  consumers  and  other 
citizens  not  directly  connected  with 
either  of  these  groups  take  an  inter¬ 
est  in  this  conflict,  the  chains,  de¬ 
partment  stores  and  mail  order 
houses  will  be  wiped  out  of  exist¬ 
ence. 

The  attacks  now  being  made  on 
large  scale  concerns,  simply  because 
they  are  large,  in  the  distribution 
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field  may  fairly  lx  taken  as  illustra¬ 
tions  of  the  general  tendency  to 
hamper  and  to  restrict  “Bigness  in 
Business.”  W’hat  is  hapjxning  now 
in  the  distribution  field,  if  it  suc¬ 
ceeds,  is  almost  certain  to  s])read  to 
the  fields  of  production.  The  con¬ 
sumer  has  a  vital  interest  in  this  con¬ 
flict,  but  the  consumer  is  unorgan¬ 
ized  and  inarticulate  and  the  dam¬ 
age  may  lx  done  Ixfore  the  consum¬ 
er  gets  ready  to  take  a  hand  in  the 
matter. 

The  Robinson-Patman  Bill  now 
Ixfore  Congress,  which  may  Ixxome 
a  law,  constitutes  a  direct  attempt 
to  handicap  and  restrict  large  scale 
retail  distributive  operations  by  the 
device  of  limiting  quantity  prices. 
The  fact  that  this  bill,  if  it  works 
at  all.  is  almost  certain  to  raise 
prices  to  consumers  has  not  in  the 
slightest  deterred  its  proponents. 
There  is  a  noteworthy  catch  in  the 
Robinson-Patman  bill  to  which  your 
attention  should  be  called.  In  the 
original  drafts,  while  quantity  prices 
were  to  be  limited  and  restricted, 
wholesale  differentials  were  to  be 
permitted  without  restriction  so  that 
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wholesalers  and  jobbers  by  this  passed  in  11  States,  are  also  likely  the  right  to  engage  in  whatever  vo- 
technicality  might  l)e  exempted  from  to  spread  to  other  States  as  well,  cation  or  business  that  you  can  find 


the  quantity  price  limitations.  Clear¬ 
ly,  the  object  of  the  Robinson-Pat- 
man  type  of  legislation  is  not  only 
to  secure  special  privileges  for  cer¬ 
tain  groups,  but  also  to  put  handi¬ 
caps  on  competitors. 

You  have  all  seen  the  numerous 
efforts  made  in  recent  years  to 
amend  the  Sherman  Anti-Trust 
Law,  the  Clayton  Act  and  the  Fed¬ 
eral  Trade  Commission  Act.  Most 
of  these  efforts  have  been  directed 
to  the  purpose  of  making  it  lawful 
to  combine,  to  limit  production,  to 
allocate  markets  and  to  fix  prices. 
Some  of  these  efforts  have  taken  the 
more  subtle  forms  of  attempts  to 
prohibit  sales  below  costs,  to  fix 
terms  and  discounts,  and  to  control 
the  conditions  of  sale. 

What  a  striking  change  has  oc¬ 
curred  in  these  trends  during  the 
last  few  years !  Up  to  the  time  of  the 
World  War  the  trend  of  legislation 
in  this  country  was  to  regulate  and 
to  prohibit  monopoly  and  monopo¬ 
listic  practices.  It  was  then  the  pur¬ 
pose  of  legislatures  to  try  to  pro¬ 
tect  the  public  against  extortion. 
Now,  the  situation  in  our  legisla¬ 
tures  is  reversed.  The  current  trend 
of  legislation  is  to  permit  the  con¬ 
trol  of  production,  to  permit  the 
allocation  of  markets,  and  to  permit 
price  fixing  in  the  interests  of  spe¬ 
cial  business  groups  and  against  the 
interests  of  the  consuming  public. 

Price-Fixing  Trend 

Formerly  Congress  and  the  State 
legislatures  bent  their  efforts  to  pass 
legislation  that  would  force  prices 
down.  Now  our  law-makers  are 
passing  law  after  law  that  is  in¬ 
tended  to  subsidize  special  groups 
which  will  inevitably  force  prices 
upwards. 

Both  the  NR  A  and  the  Guffey 
Coal  Act  were  laws  of  this  type. 
Both  were  intended  to  restrain  com¬ 
petition.  Both  frankly  aimed  at 
higher  prices,  but  be  it  said  in  favor 
of  these  laws  that  the  advantages 
that  they  sought  for  the  employers 
were  to  be  shared  with  the  employees 
of  their  respective  industries.  While 
both  of  these  Acts  have  been  de¬ 
clared  unconstitutional,  the  efforts 
to  check  competition  and  to  estab¬ 
lish  monopoly  conditions  continue. 
The  only  difference  is  that  there  is 
no  agreement  now  that  workers  are 
to  get  any  share  of  any  gains  ob¬ 
tained  by  their  bosses. 

The  Unfair  Trade  Practices  Acts 
forbidding  sales  below  costs,  already 


These  Acts  go  further  than  to  pre¬ 
vent  dishonesty  and  unfair  methods. 
Their  real  purjxjse  is  to  prevent 
competition  and  to  insure  all  deal¬ 
ers  of  certain  gross  profits  whether 
their  concerns  are  efficiently  oper¬ 
ated  or  not,  and  whether  their  ser¬ 
vices  are  needed  by  the  public  or 
not. 

Most  of  these  measures  are  out- 
and-out  price  fixing  measures  such 
as  would  have  been  barred  by  every 
legislature  in  the  land  ten  years  ago 
and  such  as  have  been  prohibited  by 
the  courts  for  the  last  two  hundred 
years.  In  legalizing  these  measures 
we  are  going  back  to  the  methods  of 
regulation  of  business  that  prevailed 
in  medieval  Europe  and  Asia.  Busi¬ 
ness  under  these  regulations  was 
not  to  be  conducted  for  the  good  of 
the  consumer,  but  the  consumer  was 
to  be  regulated  for  the  benefit  of 
business. 

Now'  it  so  happens  that  freedom 
of  initiative,  the  right  of  private 
property  and  free  competition,  that 
are  now  being  attacked  in  present 
legislative  trends,  constitute  the 
foundations  upon  which  our  present 
economic  society  rests.  These  three 
principles  are  the  results  of  hun¬ 
dreds  of  years  of  experience  and 
conflict  with  restrictions  and  limita¬ 
tions  on  production  and  distribution 
of  goods,  and,  particularly,  with 
price  fixing  and  other  regulations 
of  the  conditions  of  trade.  The  es¬ 
tablishment  of  these  principles  cost 
our  ancestors  enormous  struggles. 
They  were  made  effective  only  after 
the  most  difficult  effort.  You  wdll 
find  them  assumed  in  the  Declara¬ 
tion  of  Independence.  These  prin¬ 
ciples  underlie  the  Constitution  of 
the  United  States. 

These  three  principles  constitute 
the  essentials  of  individual  freedom. 
When  you  take  these  away,  when 
you  take  any  one  of  them  away, 
you  destroy  individual  freedom  as 
well  as  the  economic  system  under 
which  this  country  has  grown  up 
and  become  a  great  nation  and  under 
which  w'e  are  living  at  the  present 
time. 

These  three  principles  are  inter¬ 
related  and  inter-dependent.  Each  is 
necessary  to  the  others  and  all  three 
are  essential  to  successful  democra¬ 
tic  society.  Freedom  of  initiative  is 
one  of  the  most  precious  possessions 
of  life.  Freedom  of  initiative  means 
to  do  as  you  like  so  long  as  you  do 
not  interfere  with  the  same  right 
of  others.  Economically,  it  means 


and  that  interests  you.  Under  a 
system  in  which  there  is  freedom  of 
initiative  a  man  may  choose  his  vo^ 
cation,  train  for  it,  become  proficient 
in  it  and  advance  in  it  to  the  limit 
of  his  energies  and  abilities.  Under 
other  systems  of  society  this  free¬ 
dom  of  initiative  doesn’t  exist.  In¬ 
stead,  the  individual  is  regimented 
and  subordinated  to  his  organization 
or  to  his  state.  He  is  told  what  he 
must  do  and  he  must  do  w'hat  he  is 
told  to  do.  Under  the  .\merican 
system  all  persons  may  choose  and 
try  for  a  livelihood  in  whatsoever 
line  of  work  they  desire  so  long  as 
the  similar  rights  of  others  are  re¬ 
spected.  This  is  freedom  of  initia¬ 
tive.  There  are  still  many  of  us  who 
lielieve  in  the  freedom  of  initiative. 

But  to  make  the  freedom  of  ^liti- 
ative  mean  something  there  must 
also  l)e  the  right  of  private  projiorty, 
the  right  to  receive,  to  hold,  to  own 
and  to  use  the  results  of  such  initia¬ 
tive.  Property  is  essential  to  initia¬ 
tive.  It  is  the  reward  of  initiative. 
Without  such  reward  there  would 
l)e  no  occasion  for  initiative.  In¬ 
deed,  there  would  be  no  initiative. 
Individual  initiative  has  a  peculiar 
quality  all  of  its  own.  Individual 
initiative  thrives  under  democracy, 
but  languishes  in  monarchies,  in  de¬ 
spotisms  and  in  dictatorships. 

Social  Value  of  Initiative 

It  may  lie  worth  noting  in  passing 
that  under  the  present  conditions  of 
freedom  of  initiative  and  the  rights 
of  private  property  existing  until 
recently  in  western  countries,  more 
inventions  and  discoveries,  more 
scientific  progress  and  greater  eco¬ 
nomic  and  social  advances  have  lieen 
made  than  under  all  other  systems 
of  all  other  ages  combined.  These 
advances  have  been  greatest  where 
there  has  been  the  greatest  freedom 
of  initiative.  Where  there  has  been 
no  freedom  of  initiative  and  where 
there  have  been  no  rights  in  private 
property  there  has  been  no  progress 
in  invention,  in  discovery,  in  educa¬ 
tion  or  in  personal  development. 
Name  the  thousand  greatest  inven¬ 
tions  and  discoveries  of  value  to 
mankind  and  more  than  99%  of 
them  will  be  found  to  have  originat¬ 
ed  in  countries  in  which  there  has 
been  a  high  degree  of  individual 
initiative  and  observance  of  the 
rights  of  private  property. 

In  addition  to  freedom  of  initia¬ 
tive  and  the  right  of  property  there 
(Continued  on  page  45) 
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Outline  for  the  Preparation  of  Data 
for  Loss  Department  Studies 

BY  MAX  FREYD 


The  following  article  is  sub- 
niittetl  for  the  consideration 
of  ineiiibcrs  who  are  planning 
studies  of  the  merchandise 
operations  of  various  depart¬ 
ments. 


THI'^  outline  presented  in  this 
article  covers  the  data  book  to 
bt*  supplied  investigators  before 
they  arrive  on  the  scene  of  the  study 
of  a  loss  department. 

Outlities  such  as  this  have  value 
for  research  workers  because  so 
many  iiniK)rtant  points  must  be  cov¬ 
ered  in  a  thorough  study  of  a  retail 
department  that  it  is  practically  im¬ 
possible  to  keep  them  all  in  mind. 
The  outline  serves  as  a  guide  and 
a  check  list,  and  is  insurance  that 
every  feature  of  the  department’s 
operations  is  brought  under  the 
microscope*.  The  present  outline  has 
the  additional  merit  that  it  has  been 
developed  over  a  long  period  of 
years,  and  embodies  experience 
gained  from  a  great  many  studies  of 
loss  departments  in  large  and  promi¬ 
nent  department  stores. 

There  are  obvious  advantages  in 
preparing  a  data  book  for  investi¬ 
gators  and  supplying  it  to  them  be¬ 
fore  they  arrive  on  the  scene  of  the 
study.  It  gives  them  the  opportu¬ 
nity  to  analyze  essential  facts,  and 
to  make  notes  of  features  to  pursue 
further  when  they  arrive  in  the 
store.  Field  work  is  thus  reduced  to 
a  minimum,  the  cost  of  the  study  is 
held  down,  and  there  is  the  least 
possible  disturbance  to  the  depart¬ 
ment. 

Preparation  of  Data  Book  for  the 
Investigators 
A.  Merchandise 

/•  I\>liiu’s 

1.  VVhat  are  the  general  merchandise 
policies  governing  this  department? 
Are  they  coordinated  ■with  those  of 
other  related  departments? 

2.  What  is  the  price  policy  with  re¬ 
gard  to  competition? 


II.  Merchandise  Figures 

1.  Prepare  table  showing  the  follow¬ 
ing  figures  for  the  department  for 
each  of  the  last  four  years; 

Sales  volume 
Sales  increase  per  cent 
Per  cent  sales  to  division  total 
Markup  per  cent 
Markdown  per  cent 
Cash  discount  per  cent 
fiross  margin  per  cent 
Keturns  from  .sales  (per  cent) 
Turnover 

.Average  gross  sale 
Stock  shortages  (per  cent) 

Direct  administration  exj)ense  per 
cent 

Direct  occupancy  expense  per  cent 
Direct  buving  expense  per  cent 
Direct  selling  expense  per  cent 
Direct  publicity  expense  i)er  cent 
Total  direct  expense  per  cent 
Total  indirect  expense  per  cent 
Average  stock  at  retail 
Net  profit  per  cent 

2.  Compute  the  per  cent  of  each 
month’s  sales  to  the  total  for  the 
year,  for  the  last  full  year. 

3.  Compute  the  stock  sales  ratio  for 
each  month  of  the  last  full  year. 

4.  Compare  the  figures  in  1,  2,  and  3, 
with  those  of  the  same  department 
in  other  stores  similar  to  this  one. 
Pick  stores  of  similar  size,  in  simi¬ 
lar  cities,  and  catering  to  a  similar 
trade. 

5.  Compare  the  figures  in  1,  2,  and  3, 
with  data  obtained  from  the  Fed¬ 
eral  Reserve,  from  the  National 
Retail  Dry  Goods  Association,  from 
surveys  made  by  universities,  etc. 

6.  Set  up  comparisons  between  the 
merchandise  figures  for  this  depart¬ 
ment  and  the  figures  for  the  total 
store. 

7.  W’hat  proportion  of  sales  are  cash, 
charge,  and  deferred  payment? 
C.O.D.’s  and  take-withs’ 

8.  What  items  are  covered  in  the  de¬ 
partment’s  six  months  buying  plans? 

9.  What  statistics  are  regularly  sup¬ 
plied  to  the  divisional  merchandise 
manager  and  the  bujer  for  their 
guidance? 

III.  Assortments 

1,  Take  a  complete  phvsical  inventory 
of  forward  and  reserve  stocks  (in¬ 
cluding  warehouse),  breaking  the 
inventory  down  bv  units  and  dol¬ 
lars  according  to  section,  age,  price, 
size,  color,  and  stock  number,  or 
other  classification.  Show  the  per 
cent  of  total  department  stock 
(units  and  dollars)  in  each  section, 
price  line,  size,  etc.  Set  up  this  in¬ 
formation  in  tables,  one  for  the 


sections,  one  for  the  price  lines,  one 
for  age  of  merchandise,  etc.  Each 
table  will  contain  five  columns.  The 
first  column  will  show  the  sub-clas¬ 
sification,  i.e.,  the  section,  the  price 
line,  etc.,  the  second  column  the 
corresponding  number  of  units,  the 
third  column  the  per  cent  to  total 
units  in  stock,  the  fourth  column 
the  corresponding  ret;Ml  dollar 
value  of  these  units,  and  the  fifth 
column  the  per  cent  of  each  of  these 
dollar  values  to  the  total  dollar 
stock. 

2.  Other  essential  figures  will  be  re- 
<iuired  for  comparison  with  the 
above  inventory.  They  include  out¬ 
standing  orders  in  units  and  dol- 
kirs;  and  sales  in  units  and  dollars 
for  each  of  the  two  preceding  full 
seasons,  as  well  as  the  current  sea¬ 
son  to  date.  These  figures  should 
f)c  broken  down  in  the  same  way  as 
the  inventory,  and  should  be  placed 
on  the  same  table,  if  space  permits, 
for  ()uick  comparisons.  The  per 
cents  to  total  should  also  be  com¬ 
puted.  If  there  is  a  wide  seasonal 
fluctuation  in  demand  for  the  mer¬ 
chandise  carried  in  this  department, 
the  above  sales  figures  should  be 
broken  down  by  months  for  the 
same  periods.  Where  available,  the 
gross  margin,  markup,  markdown, 
and  turnover,  should  be  given  for 
each  section. 

3.  List  the  re.sources  used  by  the  de¬ 
partment  during  the  past  year,  giv¬ 
ing  the  cost  purchases  from  each 
(in  dollars  and  per  cent  to  total), 
the  terms,  gross  margin,  markup, 
and  markdowns. 

4.  If  there  are  basic  or  staple  stocks 
in  this  department,  give  the  list  in 
full. 

5.  What  proportion  of  the  stock  is  im¬ 
ported  merchandise?  How  does  the 
markup  and  gross  margin  on  this 
merchandise  compare  with  that  on 
domestic  merchandise?  Is  this  mer¬ 
chandise  usually  imported  direct  or 
bought  through  importers? 

6.  How  much  prestige  merchandise  is 
carried  in  the  department?  What 
control  is  kept  over  this  merchan¬ 
dise  to  see  that  it  does  not  remain 
in  the  department  too  long? 

7.  Is  all  merchandise  carried  in  re¬ 
serve  or  warehouse  sampled  on  the 
selling  floor? 

8.  Have  the  Comparison  Bureau  shop 
all  active  competitors.  These  re¬ 
ports  should  give  summaries  and 
detailed  information  as  to  compe¬ 
tition  on  price  and  on  assortments. 
Thev  should  cover  items  included 
in  the  stocks  of  this  department,  as 
well  as  items  not  included  here  but 
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at  the  corresponding  price  line.  Do 


9.  What  items  are  carried  in  this  de¬ 
partment  which  are  not  usually  car¬ 
ried  here?  What  items  are  imt  car¬ 
ried  in  this  department  which  are 
usually  carried  here? 

IV.  Duplication  of  Stock 

1.  What  items  carried  in  this  depart¬ 
ment  are  duplicated  elsewhere  in  the 
store  ? 

V.  Price  Lines 

1.  Give  the  regular  and  sale  price  lines 
in  each  section. 

2.  Are  price  lines  a  part  of  the  six 
months  plans? 

3.  What  are  the  best  selling  price  lines 
for  the  department  as  a  whole? 
How  do  they  compare  with  the  most 
popular  prices  in  competing  stores 
and  in  stores  which  are  similar  to 
this  one? 

4.  Are  markdowns  taken  to  the  next 
lowest  established  price  line,  or  arc 
there  special  markdown  price  lines? 

VI.  Quantity  Buying 

VII.  Slozv  Selling  Merchandise 

1.  What  system  is  used  for  the  con¬ 
trol  of  slow  selling  merchandise? 
What  is  the  age  limit  for  slow 
selling  merchandise? 

VIII.  IVant  Slips 

1.  What  is  the  average  number  of 
want  slips  turned  in  daily? 

2.  What  consideration  do  the  buyer 
and  the  divisional  merchandise  man¬ 
ager  give  to  these  want  slips? 

IX.  Special  Orders 

1.  What  proportion  of  the  depart¬ 
ment’s  business  consists  of  special 
orders  ? 

X.  Physical  Condition  of  Stock 

XI.  Ticketing  of  Merchandise 

1.  Include  sample  of  tickets  used. 

XII.  Stock  Control 

1.  Describe  briefly  the  stock  control 
system  now  in  use  in  this  depart¬ 
ment.  Include  samples  of  the  forms, 
with  illustrative  entries. 

2.  What  is  the  cost  of  operating  the 
stock  control  system?  How  many 
people  are  required  to  operate  it? 

XIII.  Markdoivtts 

1.  What  is  the  general  markdown 
policy  of  the  department? 

2.  Are  reasons  for  markdowns  record¬ 
ed  and  analyzed?  If  so,  give  the 
latest  summary.  Analyze  mark- 
downs  by  resource,  section,  size, 
color,  type,  etc.,  for  comparison 
with  sales  volume  in  each  of  these 
classifications. 

XIV.  Comments  of  Divisional  Merchan¬ 
dise  Manager,  Buyer,  Assistant  Buyer, 

and  Stylist 

B.  Location  and  Layout 

1.  Prepare  a  floor  plan  of  the  depart¬ 
ment,  showing  the  location  of  the 
department  with  relation  to  other 
departments,  elevators,  main  traffic 
aisles,  etc.,  and  showing  also  the 
space  allotted  to  each  section. 

2.  How  many  square  feet  of  floor 
space  are  assigned  to  each  section? 

3.  What  plan  or  system  has  been  fol¬ 
lowed  in  arranging  the  stock? 


Give  the  number  of  square  feet  of 
selling  space  and  the  occupancy 
charge  per  square  foot  for  the  past 
year.  Give  the  sales  per  square  foot 
for  the  same  period. 

C.  Display 

I.  Interior 

1.  Who  is  responsible  for  interior  dis¬ 
plays  ? 

2.  How  often  are  the  interior  displays 
changed  ? 

3.  What  has  been  the  governing  fac¬ 
tor  in  the  selection  of  merchandise 
for  interior  display? 

4.  What  attempt  is  made  to  coordi¬ 
nate  interior  displays  with  window 
displays,  and  with  newspaper  and 
direct  mail  advertising? 

5.  What  unusual  or  timely  displays 
have  been  used  recently? 

6.  Wbat  tie-up  is  there  with  related 
departments  in  interior  display? 

II. Windoii! 

1.  Are  any  windows  permanently  as¬ 
signed  to  this  department?  If  so, 
are  they  well  located  with  regard 
to  desirable  traffic? 

2.  How  often  are  the  window  displays 
of  this  department  changed? 

3.  Who  determines  what  shall  be  dis¬ 
played  in  the  windows  used  by  this 
department? 

4.  Are  any  items  from  this  department 
displayed  as  window  accessories  for 
other  departments,  and  vice  versa? 

5.  Are  price  signs  customarily  used  on 
merchandise  displayed  in  the 
windows?  Are  thev  used  during 
special  sales? 

6.  Are  the  displays  designed  to  in¬ 
crease  prestige,  or  is  an  effort  gen¬ 
erally  made  to  tie  them  up  with 
selling? 

7.  Has  the  pulling  power  of  the 
window  displays  ever  been  accurate¬ 
ly  determined? 

8.  What  was  the  charge  against  the 
department  for  the  past  year  for 
window  displays,  in  dollars  and  in 
per  cent  to  sales? 

D.  Publicity 

I.  Nezvspaper 

1.  How  far  in  advance  is  publicity 
planned?  Is  the  plan  adhered  to 
regardless  of  weather  or  other  vari¬ 
able  conditions  ? 

2.  Do  the  items  appear  with  the  gen¬ 
eral  store  advertising  or  separately? 

3.  .Are  comparative  prices  used  in  the 
advertisements? 

4.  If  there  is  a  deferred  payment  plan 
in  this  department,  are  the  terms 
mentioned  in  the  publicity  for  the 
department  ? 

5.  What  methods  are  used  to  see  that 
advertised  merchandise  is  well  rep¬ 
resented  on  the  floor? 

6.  What  efforts  are  made  to  deter¬ 
mine  the  pulling  power  of  news¬ 
paper  advertising?  Are  records  kept 
of  the  sale  of  advertised  merchan¬ 
dise? 

7.  Compare  newspaper  expense  figures 
with  those  of  the  same  department 
in  similar  stores. 

8.  Compare  the  per  cent  to  total  ad¬ 
vertising  expenditure  at  each  price 
line,  with  the  per  cent  to  total  sales 


9.  Compare  each  month’s  per  cent  of  1 
total  annual  advertising  expenditure, 
with  each  month’s  per  cent  of  total  I 

annual  sales.  : 

II.  Direct  Mail  j 

1.  How  many  different  direct  mail 
pieces  are  sent  out  each  year? 

2.  What  is  the  source  of  lists  for  di-  { 
rect  mail?  Are  these  lists  kept  up 

to  date? 

3.  Is  direct  mail  publicity  checked  to 
see  if  it  is  profitable? 

4.  Compare  direct  mail  costs  with 
those  of  the  same  department  in 
similar  stores? 

III.  Sales  Promotion  j 

1.  Describe  fully  the  major  sales  pro-  1 

motions  for  the  year. 

E.  Personnel  (on  Selling  Floor)  i 

I.  Buying  Organisation 

1.  Describe  the  buying  organization 
and  distribution  of  functions.  Give 
the  number  of  assistants  and  duties 
of  each. 

2.  Is  the  salary  of  any  member  of  the 

buying  staff  prorated  between  buy¬ 
ing  and  selling?  j 

3.  How  many  trips  does  the  buyer 
make  annually  to  foreign  markets, 
domestic  markets,  and  to  factories? 

How  many  trips  of  this  sort  are 
made  by  the  divisional  merchandise 
manager? 

II.  Salespeople 

1.  Describe  the  selling  organization. 

2.  Give  the  Personnel  Dejiartment’s 
record  on  each  salesperson — 

Date  employed 

Age;  married  or  single 

Education 

Net  sales  (six  month  or  yearly 
basis) 

Merchandise  returns  (amount  and  | 
per  cent  to  sales)  i 

Earnings  (for  period  covered  by 
sales) 

Selling  cost  compared  with  de¬ 
partment  average 
Days  worked  (for  period  covered 
bv  sales) 

Ratings 

3.  How  do  the  most  successful  sales¬ 
people  compare  with  the  least  suc¬ 
cessful  ones  on  each  of  the  items 
in  the  Personnel  Department’s 
records  ? 

4.  What  form  of  rating  .scale  is  used? 

How  often  are  the  salespeople 
rated?  Who  does  the  rating?  What 
use  is  made  of  these  ratings?  [ 

5.  To  what  extent  are  salespeople  j 

shopped  for  approach,  courtesy,  in¬ 
terest,  and  selling  ability? 

6.  Describe  the  w-age  plan  for  sales¬ 

people.  .Are  there  any  arrangements 
for  split  commissions  in  this  de-  i 
tiartment?  Are  any  P.M.’s  paid? 
Give  the  annual  earnings  of  each  j 
salesperson,  arranging  them  in  ord-  i 

er  of  size.  j 

7.  What  records  are  kept  to  show  i 

whether  salespeople  are  selling  the  j 

easiest  things,  or  are  trying  to  trade 
up? 

8.  How'  many  of  the  salespeople  are 

on  full  time  .and  how  many  on  part  I 

time?  i 

(Continued  on  page  47)  i 
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Identify  Synthetics  with  Labels 

BY  THEODORE  WOOD 

Director  of  Ailvertising,  American  Beinberg  Corporation 


ONE  of  the  chief  sources  of  con¬ 
fusion  in  the  minds  of  the  store 
jK'ople  and  buying  public  is  that 
so  much  merchandise  is  offered  for 
sale  over  the  retail  counter  under  a 
fanc\  or  brand  name  which  does  not 
serve  in  any  way  as  an  identification 
of  the  material  from  which  it  is 
made. 

It  is  easy  to  understand  why  the 
producer  of  synthetic  yarns  and  the 
merchant  who  has  sold  the  merchan¬ 
dise  to  the  public  has,  in  the  past, 
preferred  to  side-step  the  definite 
statement  regarding  the  contents  of 
some  of  the  merchandise.  Everyone 
connected  with  the  synthetic  indus¬ 
try  a])preciates  the  fact  that  the 
])roduct  of  the  early  days  was  noth¬ 
ing  to  he  ])roud  of  except  that  the 
production  of  any  synthetic  yarn 
was  in  itself  an  extraordinary 
achievement. 

Lack  of  Information 

It  seems  strange  that  the  same 
public  which  accepts  and  appreci¬ 
ates  the  tremendous  advance  that 
has  l)een  made  in  the  last  two  decades 
in  the  field  of  automotives  and  radio 
— to  mention  only  two — should  .still 
be  skeptical  about  merchandise  made 
from  yarns  other  than  those  contain¬ 
ing  the  original.'  natural  fillers.  Un¬ 
doubtedly.  a  great  deal  of  this  skep¬ 
ticism  is  due  to  the  fact  that  it  is  so 
difficult  for  a  shopper  to  tell  by 
looking  at  or  holding  a  garment  or 
piece  of  fabric  what  amount  of  ser¬ 
vice  and  satisfaction  may  be  in  it 
after  it  is  purchased  and  put  in  use. 

On  the  other  hand  the  great  ad¬ 
vances  mafle  by  the  engineers  and 
scientists  who  have  developed  our 
motor  cars  are  perfectly  apparent  to 
any  intelligent  person.  A  great  deal 
of  the  difficulty  in  the  field  of  syn¬ 
thetic  yarns  and  merchandise  made 
from  them  is  due  to  a  habit  of  mind 
and  an  ingrained  fear  on  the  part  of 
the  public.  Once  upion  a  time  a 
few  people,  speaking  comparatively, 
bought  some  article  made  of  “arti¬ 
ficial  silk” — as  it  was  then  called — 
and  these  articles  did  not  give  satis¬ 
factory  service.  These  persons  told 
their  acquaintances  about  their 
troubles  and  the  synthetic  yarn  in¬ 
dustry  has  been  spending  millions 


of  dollars  and  millions  of  hours  at¬ 
tempting  to  remove  the  discoloration 
from  the  synthetic  black  eye  ever 
since. 

The  time  has  come  when  the  syn¬ 
thetic  industry  should  reject  all 
com])romise  in  its  advertising  and 
promotional  work.  From  the  house¬ 
tops  it  should  urge  all  mill-men, 
fabricators,  converters,  merchants, 
and  retailers  to  state  plainly  and 
without  e(juivocation,  actually  what 
the  contents  are  of  every  synthetic 
yarn  garment  or  fabric.  It  sbould 
endeavor  to  see  that  such  fabrics  and 
garments  carry  candid  identifying 
labels  and  that  a  serious  effort  be 
made  to  train  all  salespeople  and 
co])ywriters  in  a  campaign  of  truth¬ 
fulness  and  frankness. 

Nothing  to  Conceal 

It  would  probably  not  be  true  if 
we,  in  this  field,  should  make  sweep¬ 
ing  claims  that  our  yarns  now  make 
the  finest  fabrics  and  the  finest  gar¬ 
ments,  but  it  is  certainly  a  fair  and 
true  statement  that  honest  merchan¬ 
dise  made  from  synthetic  yarns  is 
worth  every  cent  the  public  is  asked 
to  pay  for  it.  Certainly  some  mer¬ 
chandise  is  quite  inferior  to  othqrs 
and  a  great  amount  is  intentionally 
made  to  sell  at  low  or  moderate 
prices,  but  there  are  many  fabrics 
and  gartnents  which  are  being  pro¬ 
duced  from  man-made  fibers  that  are 
— for  their  particular  purpose — su¬ 
perior  to  anything  ever  produced  by 
anyone,  anywhere,  with  any  fiber. 

There  should  be  no  antagonism 
between  tbe  producers  of  various 
classes  of  fabrics.  Just  as  the  wool 
people,  silk  producers,  cotton  manu¬ 
facturers.  have  definite  services  to 
perform  to  humanity  so  have  pro¬ 
ducers  of  synthetic  material  in  tex¬ 
tiles  (as  well  as  in  all  other  lines) 
something  definite  and  unique  to 
offer. 

The  average  consumer  is  not  cap¬ 
able  of  telling  what  any  piece  of 
textile  material  actually  is  by  feeling 
of  it  or  looking  at  it,  and  for  that 
matter,  neither  is  the  expert.  It  is 
equally  true  that  the  same  consum¬ 
ers  could  not  tell  by  looking  at  a 
bottle  labeled  “Tomato  Ketchup” 
how  much  tomato  there  might  be  in 


it  and  how  much  of  its  contents 
might  be  some  other  entirely  differ¬ 
ent  substance.  The  honest  producer 
of  honest  merchandise  never  objects 
to  candor,  in  fact,  he  will  resort  to  it 
even  l)efore  he  is  comi)elled  to. 

It  might  lx‘  a  good  idea  to  require 
producers  of  textile  materials  to 
state  plainly  the  contents  and  penal¬ 
ize  those  who  fail  to  do  so.  With 
such  a  regulation  in  force,  the  gener¬ 
al  consuming  public  would  learn 
from  exjxrience  just  what  kind  of 
material  is  required  for  each  person¬ 
al  use.  People  would  know  whether 
they  preferred  merchandise  made  of 
wot)l  yarn,  cotton  yarn,  synthetic 
yarn  or  silk  yarn,  and  would  go  to 
their  stores  and  ask  for  the  material 
by  name  with  the  assurance  that  they 
would  get  exactly  that,  and  in  the 
form  desired. 

Each  Fabric  Has  Its  Place 

A  woman  might  conceivably  go 
into  a  bigh-grade  store  and,  on  the 
same  shopping  trip,  purchase  a  gar¬ 
ment  made  of  wool,  one  of  silk,  and 
one  of  synthetic  yarn  and  one  of 
cotton,  each  to  be  used  for  its  own 
particular  purpose ;  and  should  make 
these  purchases  without  any  illusions 
alx)ut  the  kind  of  service  each  would 
give  her  and  what  sort  of  care  she 
should  be  prepared  to  give  to  each  of 
them.  This  is  a  condition  of  affairs 
devoutly  to  be  desired,  from  the 
viewpoint  of  the  consumer  as  well  as 
the  entire  industry — from  the  raw 
material  producer  through  to  the 
final  retailer. 

And  while  we  are  talking  about  it 
— wby  should  the  term  “man-made,” 
as  applied  to  synthetic  yarns,  be  con¬ 
sidered  derogatory  ?  One  would 
have  as  much  difficulty  weaving  or 
wearing  cotton  fibers  wool  fibers, 
silk  fillers,  or  linen  fibers,  as  they  are 
produced,  finished,  and  offered  to 
man  by  a  generous  Mother  Nature! 
In  all  fairness — are  not  all  garments 
and  fabrics  today,  man-made  in  the 
sense  that  some  product  of  nature  is 
taken  from  the  field  or  forest  by 
man,  through  his  ingenuity,  convert¬ 
ed  to  his  own  purpose  and  made 
suitable  for  his  uses?  And  are  they, 
on  that  account,  any  less  serviceable 
to  humanity? 
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Correct  Use  of  a  Unit  Control  System 

BY  MALCOLM  VENDIG 

Unit  Control  Division,  Giinbel  Brothers,  New  York  City 


UNIT  Control,  despite  all  the 
mystery  with  which  it  is  fre¬ 
quently  enshrouded,  is  actually 
just  what  its  name  implies,  a  system 
for  obtaining  information  regarding 
the  operation  of  a  department  in 
units  of  merchandise.  It  is  in  direct 
contrast  to,  although  it  supplements, 
the  departmental  dollar  controls  as 
tyi)ified  by  periodic  open  to  buy  re¬ 
ports,  etc. 

The  need  for  Unit  Control  arose 
as  department  stores  grew  in  size 
and  structure.  It  soon  became  ap¬ 
parent  that  no  buyer  could  possibly 
remember  all  the  necessary  details 
of  his  department  at  any  given  mo¬ 
ment.  And,  even  if  such  a  buyer 
were  available,  it  would  be  a  need¬ 
less  assumption  of  risk  on  the  part 
of  l)oth  the  buyer  and  the  store  to 
place  such  dependence  on  any  one 
person.  Another  factor  which  is  of 
importance  is  the  comparative  value 
of  the  time  of  a  buyer  and  of  a  con¬ 
trol  clerical.  Why  have  an  exeaitive 
who  is  being  paid  to  do  executive 
work  spend  time  on  work  which  can 
lx*  done  more  efficiently  by  a  spec¬ 
ially  trained  clerical? 

Basically  there  are  three  types  of 
Controls.  They  are: 

1 .  Reorder  controls 

2.  Buying  information  controls 

3.  Stock — or  prior  sales  check 
controls 

Reorder  Controls 

The  purpose  of  a  reorder  control 
is  to  facilitate  the  reordering  or  bet¬ 
ter  yet,  directly  to  reorder  specific 
items  of  merchandise.  The  value  of 
this  type  of  control  is  twofold.  In 
the  first  place,  it  insures  a  constant 
stock  of  salable  merchandise  and 
thus  prevents  lost  sales.  Secondly, 
it  tends  to  prevent  an  overstock  of 
any  particular  item,  and  the  costly 
markdowns  that*  are  an  inevitable 
result  of  stock  “lumps”. 

Reorder  controls  can  be  used  to 
advantage  in  those  departments  for 
whose  merchandise  there  is  a  rea¬ 
sonably  stable  and  long  lived  de¬ 
mand.  You  can’t  place  millinery  on 
a  reorder  control  because  of  the 
rapidity  with  which  styles  change — 
on  the  other  hand  a  stvle  and  color 


in  women’s  hose  will  normally  have 
a  life  of  at  least  six  months.  Hosi¬ 
ery,  Underwear,  Notions,  Drugs, 
are  some  of  the  departments  which 
are  commonly  controlled  on  an  auto¬ 
matic  or  semi-automatic  basis. 

The  heart  of  any  reorder  control 
is  the  model  stock.  It  is  on  the  basis 
of  this  model  stock  figure  that  all 
reorders  are  placed.  By  model 
stock,  is  meant  that  quantity  of  a 
a  particular  item  (in  hose  it  would 
be  a  size  of  a  color  of  a  style )  which 
is  to  be  maintained  in  stock  at  all 
times  of  a  given  period.  In  arriving 
at  a  model  stock  there  is  to  be  con¬ 
sidered  first  of  all,  the  turnover  de¬ 
sired  ;  secondly,  the  length  of  time 
involved  in  the  delivery  of  a  re¬ 
order;  and  last  of  all,  the  expected 
rate  of  sale.  As  the  season  pro¬ 
gresses,  this  last  factor  should  l)e 
adjusted  in  the  light  of  current  ex¬ 
perience.  It  follows  that  as  we 
change  our  expected  rate  of  sale  we 
adjust  our  model  stock  in  propor¬ 
tion. 

An  efficiently  operated  reorder 
control  not  only  gives  the  buyer  a 
Ix'tter  operation  but  also  allows  him 
more  time  for  market  work  and  pro¬ 
motional  planning. 

Buying  Information  Controls 

Buying  information  controls  pro¬ 
vide  unit  information  by  summary 
classes  (price  lines,  colors,  types, 
etc.)  rather  than  by  individual 
items.  Their  purpose  is  to  enable 
the  buyer  to  build  and  maintain 
balanced  stocks  of  wanted  merchan¬ 
dise.  This  type  of  control  is  prim¬ 
arily  adapted  to  those  departments 
whose  merchandise  is  not  reordered 
more  than  once  or  twice  if  at  all 
and,  therefore,  whose  only  constants 
are  trends  by  classifications  within 
the  department. 

Ready  to  wear  departments  usual¬ 
ly  fall  into  this  class,  although  quite 
often  lower  priced  dresses  can  be 
successfully  operated  on  a  semi¬ 
automatic  reorder  control. 

The  basic  record  of  most  buying 
information  controls  is  the  perpe¬ 
tual  inventory,  which  affords  a  run¬ 
ning  record  of  receipts,  sales,  stock 
on  hand.  etc.  The  detail  breakdown 


of  this  record  depends  on  the  infor¬ 
mation  wanted ;  its  value  weighed 
against  the  cost  involved  in  getting 
it. 

While  it  is  true  that  the  perpetual 
inventory  record  itself  offers  all  the 
wanted  information,  for  it  to  lx*  of 
any  value  to  the  buyer  and  merchan¬ 
dise  manager,  it  must  be  classified 
and  summarized  so  that  the  salient 
and  vital  facts  are  brought  out  and 
not  obscured  by  a  mass  of  detail. 
It  is  here  that  Unit  Control  can 
prove  itself  to  be  more  than  just  a 
record  keeping  department.  Intelli¬ 
gent  presentation  predicated  on  an 
intelligent  understanding  of  the 
merchandise  problems  involved  is 
the  opportunity  unit  control  has  for 
being  a  definite,  constructive  aid  to 
the  merchandise  operation. 

Briefly,  the  following  is  a  typical 
outline  of  reports  that  may  be  used 
to  supplement  the  perpetual  inven¬ 
tory  record : 

1.  Daily  Sales  reports — on  the 
previous  day’s  sales  by  vendor  and 
style  numbers.  This  affords  the 
buyer  an  opportunity  of  seeing  just 
what  styles  are  selling  and  in  what 
quantities. 

2.  Daily  fast  selling  reports  on 
recently  ordered  numlx:rs  whose 
sales  history  to  date  would  seem  to 
justify  reorder.  This  aids  the  buyer 
in  catchitig  those  numbers  which 
have  “clicked”  for  some  reason  or 
another  and  on  which  sales  are  quite 
frequently  lost. 

3.  Periodic  slow  selling  reports 
— on  current  stock  which  is  not  sell¬ 
ing.  This  shows  the  presence  and 
location  of  numbers  which  unless 
pushed  and  moved  at  an  early  date 
will  require  a  markdown.  The  ad¬ 
vantage  of  taking  early  markdowns 
is  well  known — the  difficulty  usual¬ 
ly  is  in  finding  out  the  weak  spots 
soon  enough. 

4.  Weekly  price  line  report — on 
sales  and  stock  by  price-line,  classi¬ 
fication.  material,  size,  and  color. 
This  shows  where  the  sales  are  com¬ 
ing  from  and  where  the  money  of 
the  department  is  invested.  Y'ou 
can’t  sell  what  you  haven’t  got  and 
the  old  story  of  doing  80%  of  your 
business  on  20%  of  your  stock  is 
soon  brought  out  into  the  light  of 
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day  In  means  of  this  tyjK?  of  report. 
In  addition,  these  summaries  are 
of  inestimable  value  in  planning  a 
future  season’s  purcha.ses. 

5.  \’endors’  analyses  on  monthly 
purcliases,  sales,  mark-on.  mark- 
downs  and  gross  margin.  Quite  fre- 
quentlv  a  "pet”  manufacturer  is  not 
a  very  profitable  one :  (piite  fre¬ 
quently  he  is.  This  report  places 
his  profitalnlity  on  a  factual  basis. 

In  addition,  particular  problems 
will  arise  from  time  to  time  which 
re(|uire  particular  treatment.  Inter¬ 
esting  an<l  valuable  statistic.al  stud¬ 
ies  based  on  a  .sound  understanding 
of  the  merchandise  problem  will  be 
a  constructive  factor  in  a  more 
profitable  merchandi.se  operation. 

Prior  Sales  Cheek  Control 

d'he  third  general  type  of  unit 
control  is  the  prior  salescheck  con¬ 
trol.  Its  jnirpose  is  to  prevent  the 
overselling  of  merchandise  sold 
from  sample  and  stored  in  stock- 
room  or  warehou.se.  I'lns  type  of 
control  is  specifically  ada])ted  to  de¬ 
partments  whose  merchandise  is  so 
bulky  that  the  entire  stock  cannot 
Ik-  carried  on  the  selling  floor  and 
is  made  necessary  by  the  fact  that 
there  must  be  some  method  of  pre¬ 
venting  selling  from  sample  when 
the  reserve  stock  is  exhausted.  It 
derives  its  name  from  the  fact  that 
all  checks  must  1)e  .sent  to  unit  con¬ 
trol  for  entry  and  verification  Ix*- 
fore  being  sent  to  the  .stockroom  or 
warehouse.  In  conjunction  with 
this,  a  system  of  tagging  floor  pieces 
to  denote  a  low  or  lack  of  reserve 
stock  enables  the  salespeople  to  sell 
the  floor  sample  or  take  special  or¬ 
ders  as  the  ca.se  may  be.  Unit  Con¬ 
trol  assumes  the  responsibility  of 
seeing  that  all  floor  pieces  are  prop¬ 
erly  tagged.  The  information  neces¬ 
sary  to  operate  this  type  of  control 
is  secured  from  a  perpetual  inven¬ 
tory  record  set  up  in  detail  for  each 
item.  At  periodic  intervals  ware¬ 
house  and  stockroom  counts  arc 
taken  to  verify  the  unit  control  rec¬ 
ords.  .\lso  at  periodic  intervals  a 
check  is  made  of  floor  samples  to 
insure  the  accuracy  of  their  tags. 

The  prior  salescheck  control  is 
l)oth  the  most  expensive  and  the 
most  accurate.  Inasmuch  as  it  is 
only  u.sed  with  bulky,  high  unit  price 
items,  its  high  cost  per  transaction 
is  a  low  cost  when  measured  as  a 
per  cent  to  sales  and  is  more  than 
coinpen.sated  for  by  the  need  for  ac¬ 
curacy.  which  can  only  lie  satisfied 
by  a  control  of  this  type. 

(Continued  on  pa<jc  39) 


Housewares  Group  Organizes 

BY  T.  L.  BLANKE 
Manager,  Merchandising  Division 

agreement  at  the  annual  eoiivention  of  the  National 
Retail  Dry  Goods  Association  in  January  that  concerted 
action  alone  could  remedy  the  profitless  situation  in  the  House- 
wares,  China  and  Glassware  Departments  has  crystallized  into 
definite  steps  toward  the  formation  of  a  group  representing 
these  departments.  An  organization  committee  of  leading  ex¬ 
ecutives  is  being  appointed  to  organize  this  group  at  the  House- 
wares,  China  and  Glassware'  Show  to  be  hehl  in  New  York 
eluring  the  week  of  July  19th. 

The  fact  that  conditions  beyond  the  control  of  the  indi¬ 
vidual  buyer  are  operating  to  keep  these  elepartnients  in  the 
red  was  emphasized  by  every  speaker  on  the  January  program, 
and  those  present  voted  unanimously  in  favor  of  organizing  a 
Housewares,  China  ami  Glassware  Group  under  the  supervision 
of  the  Merchandising  Division  of  the  NRDGA.  It  is  to  he  com¬ 
posed  of  nierehandise  managers  and  buyers  of  member  stores 
from  all  parts  of  the  country. 

.\mong  the  important  problems  to  be  taken  up  by  the 
new  Group  will  be  a  study  of  the  reasons  for  the  failure  of  these 
ilepartments  to  show  a  profit  and  a  solution  of  the  problem. 
Few,  if  any,  of  these  departments  have  ever  been  able  to  show 
a  profit,  and  the  1935  merchandising  and  operating  statistics, 
just  released  by  the  Association,  show  losses  ranging  from  4 
per  cent  up.  This  unsatisfactory  showing  by  two  .staple  depart¬ 
ments  which  contribute  from  3  to  5  per  cent  of  the  total  store 
volume  is  a  serious  matter  for  every  executive  of  the  store. 

In  organizing,  the  buyers  niu.st  have  the  help  and  encour¬ 
agement  of  “top”  executives  to  be  successful.  Store  owners 
and  merchandise  managers  can  help  by  encouraging  their  buy¬ 
ers  to  attend  the  meeting  in  New  York  in  July. 

It  goes  without  saying  that  the  success  or  failure  of  this 
venture  into  buyer  organization  for  department  study  is  en¬ 
tirely  dependent  upon  concerted  action  and  cooperation,  and 
without  the  energetic  backing  of  the  stores’  executives  and  the 
leadership  of  a  number  of  the  larger  stores,  the  movement  will 
not  be  successful.  Enthusiastic  support  has  been  given  this  idea 
by  J.  D.  Runkle.  Chairman  of  the  Merchandising  Division  of 
the  Association,  and  by  other  store  executives  who  have  learned 
of  it. 


June.  1936 


The  Bulletin  of  the  National  Retail  Dry  Goods  Association 


25 


Sales  Promotion 


Thomas  Robb 
Manager, 

Sales  Promotion  Division 


I  regret  exceedingly  the  resignation  of  Frank  W.  Spaeth  as  Manager 
of  the  Sales  Promotion  Division  of  the  N.R.D.G.A.  and  I  am  sure  the 
entire  inemhership  will  join  with  me  in  expressing  our  regret  at  his 
going  and  our  hest  wishes  for  his  success  in  his  new  job.  We  shall  all 
miss  him — and  his  efficient  way  of  getting  things  done. 

In  Thomas  Robb,  we  believe  we  have  found  a  man  unusually  well 
qualified  to  take  over  his  duties.  His  experience  has  been  almost  equally 
divided  between  work  on  the  firing  line  in  the  publicity  division  of 
stores  and  association  work  with  the  Retail  Research  Association.  We 
could  hardly  ask  for  a  better  background. 

I  know  that  Mr.  Robb  will  have  the  fullest  cooperation  from  our  mem¬ 
bership  and  having  worked  with  him  for  years  I  think  1  can  assure  the 
membership  that  they  will  have  a  high  degree  of  cooperation  from  him. 

WM.  H.  McLEOD, 

Chairman,  Sales  Promotion  Division 
and  Sales  Manager,  Wm.  Filene’s  Sons  Company 
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Sales  Promotion  Summer  Conference 

Held  in  Conjunction  with  the  Annual  Convention 
of  the  Advertising  Federation  of  America 


THI*'  sessions  of  the  Sales  Promotion  Division  will 
1k‘  held  Tuesday  morning  and  afternoon,  June  30 
and  Wednesday  morning,  July  1 — three  vital  ses¬ 
sions  no  forward-looking  sales  promotion  ix'rson  can 
afford  to  miss!  .  .  .  Fourteen  speakers  will  present  im- 
|)ortant  conclusions  based  on  actual  experience — 9  of 
the  s|K-akers  are  store  executives,  5  are  outstanding  men 
and  women  outside  the  store  fold.  Plan  to  hear  every 
one!  .And  hy  all  means  see  the  Play  “All  in  a  Day”, 
scheduled  for  Tuesday  afternoon! 

*  *  *  *  ♦ 

Sunday  iiiorniiig,  June  28 — Registration  De.sk  opens. 
Sunday  afternoon — Truth  Jubilee  Meeting  in  Faneuil 
Hall.  .America’s  Cradle  of  Liberty. 

:|c  :(c  ^  itc  itl 

Monday  noon  and  afternoon,  June  29 — .A.  F.  A.  Gen¬ 
eral  Session. 

Monday  evening — .A.  F.  A.  Banquet. 

★  ♦  *  ★  ♦ 

Tuesday  Alorning.  June  30 — (Georgian  Room) 
Ojx'ning  Session 

Call  to  Order  by  Chairman  .  10:00  a.  m. 

“Publicity  Problems  that  Cause  many  Headaches” 
William  H.  McLeod,  Sales  Manager. 

Will.  Filene’s  Sons  Company,  Boston,  and 
Chairman.  Sales  Promotion  Division 
“What’s  AVrong  with  Retail  Selling,” 

Alarion  C.  Taylor,  Merchandise  Editor. 

\A)gue  Majjazine,  New  A'^ork 
“Silly  Symphony” — 

New  Slants  on  the  Manufacturer — Retailer— Cus¬ 
tomer  Triangle 

Charles  P.  Pelham,  A'^ice-President, 

Fuller  &  Smith  &  Ross,  Inc.,  New  York 
“Building  Business  Through  Aggressive  Charge  Ac¬ 
count  Promotions” 

Charles  AV.  Harvey,  Charge  Manager, 
Gilchrist’s,  Boston 

Tuesday  Luncheon  Session — (Georgian  Room) 

Call  to  Order  hy  Chairman  .  12 :30  p.  m. 

Presiding  Officer:  David  Moeser,  Trea.surer  and 
General  Manager.  Conrad  &  Company,  Boston  and 
President,  National  Retail  Dr>’  Goods  .Association 
“Keeping  Up  AA’ith  Consumers” 

Louis  E.  Kirstein,  Vice-President  in  Charge  of 
Merchandise  and  Publicity,  AAhn.  Filene’s  Sons 
Company,  Boston 

Tuesday  Afternoon  Session — Continuation  of  Lunch¬ 
eon  Session 

“A  Columnist  Looks  at  Retail  Advertising” 

Neal  O’Hara.  Herald  Traveler,  Boston 
“The  Man  AA’ho  Knows  All  About  AA'^omen” 


HEREWITH  the  program  planned  for  the 
Sales  Promotion  Division’s  convention,  to  be 
held  in  conjunction  with  that  of  the  A.  F.  A., 
which  starts  on  June  28th.  The  Division’s  ses¬ 
sions  will  take  place  on  June  3()th  and  July  1st. 


Margaret  Dana,  Merchandising  Counsel,  West- 
che.ster  County  Publishers,  Inc.,  A’onkers,  N.  Y. 
"FlfFective  Retail  Radio  Advertising” 

Herman  Hettinger,  Assistant  Professor  of  Mar¬ 
keting,  AAdiarton  School  of  F'inance  and  Com¬ 
merce,  University  of  Penn.sylvania,  Philadelphia 
■  The  following  play  will  be  staged  in  the  Main  Ball¬ 
room  : 

“.All  in  a  Day” — .\  Picture  of  Store  Life 
Characters  iu  the  Play 

Katy . locker  rcom  attdnt. .  Florence  Penney 

Marine  Mapleton . .\  salesgirl . .A^nes  Podolski 

Daisy  Fenton . A  salesgirl . Marv  Reilly 

Helen  Blake . .\  salesgirl . Lillian  Lyons 

Mame  Simpson . A  .salesgirl . (jertrude  Murphy 

Ruth  Morris . X  blue  card  sjxcial. . .  .Florence  Guild 

Susie . \  stockgirl . Genevieve  Keleher 

Mr.  Barnes . .A  buyer . Leon  Biagi 

Miss  Goodspeed . .\  section  supervisor. .  Eleanor  Saunders 

Mr.  Harris . .Ass’t.  Service  Supt _ .Ackley  R.  Slee 

Mrs.  Kolinsky . \  customer . Kate  Silverman 

M  iss  Becky  Kolinsky.  .A  customer . .Anne  Gottlieb 

Mrs.  Sillierstein . ,A  customer . Esther  Blatt 

Mrs.  .Allston . A  customer . Sonhie  Davis 

Betty  Boops . .A  customer . .Alice  Gill 

Grade  .Allen. . . . .A  customer . Evelyn  Skinner 

Mrs.  AVesley  Newton.  .A  customer . Dorothy  Smith 

Mrs.  Brooke  Lyon. ...  .A  customer . Marian  Pattou 

Mrs.  Bacigalupo . .A  customer . Louise  Biggio 

Mrs.  Pascpiale . .A  customer . Catherine  Zirpolo 

Time :  The  Present  I’lace :  Any  Large  Store 
.Scene  I — Emiiloyees’  Locker  Room — 9:15  a.  m. 
Scene  H — .A  selling  department — 4:30  p.  m. 
luitire  production  written,  acted,  and  produced  by 
employees  of  Win.  P'ilene’s  Sons  Company,  Boston 

Wednesday  Morning  Session,  July  1 

Call  to  Order  by  Chairman  .  10 :00  a.  m. 

Presiding  Officer:  Thomas  J.  Brown.  Publicity  Di¬ 
rector,  Jordan  Marsh  Company,  Boston 
“Getting  Maximum  Results  from  Newsjiajx'r  .Adver¬ 
tising” 

1.  Selection  of  Right  Item 

B.  Lewis  Posen,  Publicity  Director, 
Hochschild,  Kohn  &  Company,  Baltimore 

2.  Salient  Facts  Interestingly  Presented — 

Effective  .Advertising  Copy 
Jean  Rosenblatt.  .Assistant  to  Sales  Manager, 
Wni.  Filene’s  Sons  Company,  Boston 
(Continued  on  page  59) 
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How  Personnel  Supervision  Can 
Contribute  to  Employee  Security 

BY  FRANCES  BURGER 

Director  of  Staff  Training,  R.  H.  Macy  &  Co.,  Inc., 
and  Vice-Chairman,  Personnel  Group 


SINCE  I  wish  to  talk  alxmt  em¬ 
ployee  security  in  broader  terms 
than  would  l)e  necessary  iti  a 
technical  discussion  of  social  securi¬ 
ty  legislation,  I  think  it  is  worth 
while  taking  a  few  minutes’  time  to 
establish  a  (lefinition  of  security.  We 
have  heard  the  word  a  great  deal 
recently  but  perhaps  have  accepted 
it  with  no  particular  analysis  of  its 
significance. 

Literally,  of  course,  it  means  free¬ 
dom  from  care,  certainty,  confi¬ 
dence,  the  conditi(jn  of  being  beyond 
danger.  This  definition  clearly  will 
n*)t  do  for  our  purposes  because  it  is 
absolute,  and  with  human  beings 
security  can  only  be  relative.  It  is 
im]>ossible  for  us  to  escape  death 
and  danger  and  we  may  at  any  time 
lose  jobs,  friends,  prestige,  accumu¬ 
lated  property  or  anything  else 
which  may  he  important  to  us.  At 
best  we  enjoy  “moderated  insecuri¬ 
ty’’  and  when  we  say  “security” 
that  is  what  we  are  really  talking 
alx)ut.  Probably  complete  security 
would  have  a  narcotic  effect  on  us, 
but  moderated  insecurity  is  tonic  in 
effect.  It  keeps  us  on  our  toes. 

The  man  whose  job  is  compara¬ 
tively  satisfactory,  well  paid  and  as¬ 
sured  has  a  degree  of  security.  If. 
in  addition,  his  family  relationships 
are  reasonably  agreeable  and  his 
family  responsibilities  not  excessive, 
he  feels  more  secure.  If  his  insur¬ 
ance  i)rotection  along  all  the  usual 
in.surance  lines — health,  property, 
and  life — is  adequate,  he  is  still 
more  secure.  The  world  potentially 
holds  many  dangers  for  him  but 
their  jx)ssible  occurrence  does  not 
unduly  worry  him.  He  has  spread 
his  risks,  for  one  thing,  and  he  is 
living  a  pretty  satisfactory  daily  life, 
for  another.  He  may  have  personal 
qualities,  education  and  intelligence 
which  he  can  justifiably  be  proud 
of.  and  the  pride  which  they  estab¬ 
lish  in  him  adds  also  to  his  sense 
of  security. 

It  is  clear  that  a  man  who  is  in  the 
lower  salary  group  is  not  likely  to 
have  the  reasons  for  feeling  secure 


which  the  man  just  de.scribed  had. 
He  is  near  the  subsistence  level  in 
earnings.  His  job  is  not  likely  to 
Ix"  as  satisfying  or  as  permanent  as 
jobs  which  pay  Ix'tter.  His  family 
resjxMisibilities  are  likely  to  outrun 
his  income.  His  insurance  protec¬ 
tion  is  apt  to  lx*  nil  or.  at  best,  high- 
1\-  inadequate  and  very  expensive. 
He  is  more  likely  to  feel  inferior 
than  superior  on  the  grounds  of  ap¬ 
pearance,  intelligence,  personality, 
education  or  vitality.  Obviously,  he 
is  very  much  less  secure  to  begin 
with  than  the  man  first  descrilxd. 
If  any  crisis  of  family  problems,  ill¬ 
ness  or  difficulty  with  his  job  or  his 
job  supervisor  arises,  he  will  usually 
lx  thrown  into  a  condition  of  acute 
insecurity. 

Insecurity  and  Efficiency 

Now  the  important  thing  about 
acute  insecurity  is  that  it  is  a  para¬ 
lyzing  thing.  Great  fright  or  an.xiety 
inhibits  action,  because  the  more  in¬ 
secure  a  man  feels  the  less  able  is 
he  to  do  his  job.  He  wants  to, 
desjxrately  perhaps,  hut  his  mind 
keeps  revolving  uselessly  around 
his  personal  problems  so  that  he 
feels  like  a  rat  running  around  in 
a  cage,  unable  to  stop.  W’hen  he 
does  focus  on  the  work  at  hand,  he 
does  so  imperfectly  and  the  result 
is  low  production,  high  errors  and 
“blank  periods”.  If  the  degree  of 
his  an.xiety  Ixcomes  less  his  work 
shows  a  corresponding  degree  of 
imjwovement. 

Out  of  these  observations  I  think 
we  arrive  at  the  realization  that 
“tonic”  insecurity  is  a  balanced 
combination  of  assurance  and  un¬ 
certainty  made  up  of  our  awareness 
of  our  personal  strong  points  and 
weak  points  and  of  the  favorable 
and  unfavorable  factors  in  our  en¬ 
vironment.  Upset  this  balance  to  a 
marked  degree  and  the  individual 
cracks  up.  He  loses  his  capacity  for 
effective  action.  Therefore.  I  think 
we  might  say  that  people  on  jobs 
must  have  a  sufficient  freedom  from 


care  and  an.xiety  to  make  effective 
action  jX)ssible. 

'I'he  organizations  which  are  run 
by  farsighted,  objective  and  realistic 
men  apparently  are  fully  aware  of 
the  relationship  between  the  indi¬ 
vidual's  sense  of  security  or  inse¬ 
curity  and  the  cost  of  doing  busi¬ 
ness.  'rite  executive  who  has  done 
the  most  penetrating  thinking  on 
this  subject  is  not  thinking  in  terms 
of  employee  welfare  but  of  increased 
volume,  increased  customer  good 
will  and  decreased  salary  costs. 

The  good  salesclerk  whose  jiro- 
duction  tmexpectedly  begins  to  run 
below  the  line,  after  years  of  high 
volume,  or  the  competent  cashier 
who  Ixcomes  a  jittery  error  maker 
are  as  likely  as  not  to  turn  out  to  lx 
the  victims  of  a  cumulation  or  crisis 
of  worry.  .Ml  of  us  whose  work 
brings  us  in  direct  contact  with  staff 
workers  find  that  a  certain  numlxr 
of  them  are  likely  at  any  time  to  lx 
in  a  nightmarish  state  of  disabling 
anxiety.  Sonxtimes  we  are  in  a  po¬ 
sition  to  relieve  this  an.xiety  and 
sometinx's  we  are  not.  But  we 
learn  one  thing  very  thoroughly, 
that  the  individual’s  life  outside  the 
store  cannot  be  divorced  from  the 
work  situation.  Each  is  constantly 
affecting  the  other.  Therefore,  we 
lx*come  aware  that  our  personnel 
problems  extend  beyond  the  bound¬ 
aries  of  our  stores. 

Satisfactory  Policies 
The  question  arises  now :  What 
can  the  organization  do  to  improve 
enqdoyee  security?  What  are  the 
personnel  policies  by  which  both 
employer  and  employee  stand  to 
gain  ? 

For  nearly  all  of  our  employees, 
I  think  that  a  reasonable  degree  of 
sectirity  probably  depends  tipon  the 
following : 

1.  Being  in  jobs  for  which  they  are 
not  obvious  misfits 

2.  Knowing  these  jobs  well  enough 
to  perform  them  competently. 

3.  Having  enough  faith  in  the  go(xl 
will  and  intelligence  of  the  or- 
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hat  does  “social  security"  mean  to  our  employees?  Does 
it  have  the  same  sigiiifieaiiee  lor  them  that  it  has  lor  those  ol  us 
wlio  are  active  in  establishing  the  Social  Security  Program  in 
th.‘  retail  industry?  Have  we  an  immediate  and  imperative 
organization  training  program  to  carry  out? 

Miss  Burger's  paper  presented  at  the  Joint  Mid-Year  Con- 
lerenees  in  Chicago  before  store  managers,  controllers  and  per¬ 
sonnel  executives,  clearly  discloses  that  ’‘security"  to  the  em¬ 
ployee  is  of  simple  but  vital  signihcance,  that  management  is 
faced  with  the  immediate  need  for  carrying  out  an  organization 
training  program  on  the  subject  of  the  Social  Security  Program. 


ganization  to  escape  the  fear  of 
unwarranted  lay-off.  In  other 
words,  knowing  that  prejudice, 
favoritism  or  ignorance  do  not 
dictate  who  shall  be  retained  and 
who  shall  Ik*  fired. 

4.  Being  treated  like  human  beings, 
not  Ix-ing  subject  to  threats,  ex¬ 
cessive  or  destructive  criticism, 
the  disturbing  supervision  of 
jKtty  executives  who  are  using 
their  jobs  to  blow  up  their 
thwarted  little  egos. 

5.  Earnings  which  are  in  line  with 
their  needs  and  their  standard 
of  living. 

6.  The  realization  that,  within  rea¬ 
sonable  limits,  outstanding  per¬ 
formance  leads  to  letter  earnings 
on  tlie  job  or  promcjtion  to  a 
Ix-tter  job. 

7.  As  many  as  possible  of  the  safe¬ 
guards  and  protections  which  in¬ 
surance  plans,  a  gocxl  hospital, 
social  .service  facilities,  educa¬ 
tional  and  recreational  opportu¬ 
nities  can  give.  Other  things  be¬ 
ing  ecpial.  the  store  which  offers 
these  protections  will  always  be 
able  tf»  take  the  cream  of  the 
lal)or  market  from  the  compet¬ 
ing  stores.  Most  of  our  employ¬ 
ees  liave  some  degree  of  family 
resjKtnsibility  and  they  cannot 
afford  to  ignore  these  safeguards 

/  even  if  they  might  want  to. 

I  would  like  to  elaliorate  a  little 
on  these  seven  points.  In  each  of 
them,  it  seems  to  me  that  the  inter¬ 
ests  of  employee  and  employer  are 
'  nearly  identical.  For  example,’ ^both - 
gain  when  the  followings  facts  hold 
true  in  the  employment  procedure : 

1.  Selection  on  the  basis  of  ability 
to  handle  the  job.  Supplement¬ 
ing  good  interviewing  with  test¬ 
ing  where  test  results  strikingly 
indicate  whether  the  placement 
will  be  a  good  one  or  not. 

2.  Selection  on  the  basis  of  physi¬ 


cal  fitness  and  the  use  of  a  pre¬ 
employment  physical  e.xamina- 
tion  to  discover  this. 

3.  Selection  on  the  basis  of  social 
adjustment.  Finding  out  alx)Ut 
the  individual’s  ambitions,  bur¬ 
dens  and  standards  of  living. 
Realizing  that  the  character  of 
the  social  group  in  which  he  be¬ 
longs  has  great  importance  in 
determining  whether  or  not  the 
placement  will  Ik  a  hajipy  and 
.successful  one.  Understanding 
that  almost  everyone  has  hopes 
and  ambitions  which  lead  him  to 
want  promotion,  and  evaluating 
])romotional  possibilities  or  the 
chance  that  the  individual  will 
be  able  to  make  a  satisfactory 
adjustment  to  a  static  placement.^ 

These  {joints  affect  labor  turn¬ 
over,  direct  and  indirect  selling  cost.ji 
and  morale.  As  an  example :  a  store 
can  make  few  worse  mistakes  in 
employment  than  that  of  selecting 
for  a  low-grade  job  a  college  gradu¬ 
ate  with  high  ambitions  but  inade¬ 
quate  personality  and  no  real  execu¬ 
tive  qualifications.  He  may  be  right 
for  the  job  mentally  and  {jhysically 
but  he  is  a  liofKless  mistake  socially.)) 
After  a  short  time  in  the  job.  he  will 
be  restless  and  dissatisfied  but  the 
store  will  not  consider  him  worthy 
of  promotion.  A  youngster  with  one 
year  of  high  school  and  a  very  hum¬ 
ble  social  background  will  probably 
be  delighted  to  get  the  job,  may  bie 
just  as  good  in  it,  or  better  and  will 
Ik  satisfied  at  least  for  a  much  long¬ 
er  {Kriod  of  time.  The  college  man 
"will  probably  make  the  better  first 
impression  and  he  will  often  learn 
faster  but  he  will  almost  invariably 
Ik  a  problem  in  the  long  run. 

Promotion  within  the  store  is  as 
im{K)rtant  to  employee  and  employer 
as  selection.  The  fact  that  depart¬ 
ments  often  make  the  selfish  error 
of  holding  on  static  jobs  promotion¬ 
al  {Kople  who  are  conifKtent  and 


trained  and  the  fact  that  stores  con¬ 
sist  of  many  little  organizations  un¬ 
der  one  roof  work  powerfully 
against  {promotion.  So  do  general 
indifference  and  ignorance  in  em¬ 
ployee  ratings.  But  in  the  long  run 
the  {jromotional  man  held  in  a  static 
job  either  goes  bad  on  the  job 
through  resentment  and  frustration 
or  leaves.  The  executive  who  held 
him  back  stands  also  to  lose  in  the 
long  run  because  he  gets  the  reiuita- 
tion  of  Ix'ing  unfair  and  short-sight¬ 
ed.  Peo{jle  who  have  ambitions  and 
any  choice  as  to  jobs  will  not  be 
attracted  to  his  department  and  he 
will  stMiner  or  later  {jroljably  have  a 
very  inferior  staff. 

'fo  know  our  {KO|jle  well,  to  {)ro- 
mote  where  {jromotion  is  deserved, 
both  from  non-executive  to  executive 
jobs,  and  from  lower  j)aid  to  iKtter 
paid  selling  and  non-.selling  staff 
jobs  is  to  Ik  insdred  against  many 
of  the  {jroblems  of  employee  disatis¬ 
faction. 

The  Training  Function 

The  next  {xjint  to  consider  is 
training.  The  executive  who  has 
given  any  thought  to  the  ques¬ 
tion  of  training  knows  that  it  is  to 
the  interest  of  the  store  and  the  em¬ 
ployee  to  insure  that  job  training  is 
adequate.  Other  things  Ix'ing  equal, 
a  salesclerk  who  is  highly  trained 
in  her  merchandise  and  selling  tech¬ 
nique  and  system  operation  has  the 
greatest  professional  pride  and  job 
interest.  An  organization  which  has 
not  trained  its  fKople  well  has 
severely  crip|)led  itself  in  its  effort  to 
establish  loyal  and  exjKrt  individual 
{Krformance. 

How  good  is  your  training  de- 
{jartment?  Is  it  sterilely  confined 
chiefly  to  system  training  or  does 
it  spend  the  majority  of  its  time  on 
merchandise  and  salesmanship  train¬ 
ing  and  on  {Krsonnel  work  with  in¬ 
dividuals?  Are  merchandising  and 
management  executives  fully  aware 
of  their  training  resfxjnsibilities  ? 
Have  they  been  trained  in  methods 
of  teaching,  and  praised  for  their 
successes  in  developing  people  ?  The 
store  which  cannot  answer  these 
({uestions  in  the  affirmative  probably 
does  not  see  its  own  interests  any 
more  clearly  than  it  does  those  of 
its  employees. 

Of  all  factors  in  maintaining  rea¬ 
sonable  employee  security  none  is 
probably  as  imjjortant  as  the  next 
related  point,  which  is  day-by-day 
{Krsonnel  supervision.  None  of  us 
has  a  sfKJtless  record  on  this  score 
but  it  is  probable  that  the  variations 
in  quality  iKtween  one  store  and  the 
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next  are  striking.  By  and  large,  we 
can  assume  that  in  the  better  stores 
two  things  hold  true.  One — that  the 
top  executives  are  expert  and  inter¬ 
ested  in  the  problems  of  personnel 
handling.  Two — that  the  line  ex¬ 
ecutives  are  trained  and  encouraged 
for  good  supervisory  technique.  The 
immense  importance  of  maintaining 
high  standards  of  production  and 
quality  and  a  good  working  morale 
ought  to  l)e  worth  our  best  thought 
an(l  training.  Yet  it  appears  that 
many  stores  give  their  executives 
no  training  at  all  in  the  techniques 
of  daily  supervision,  or  of  rating 
employees,  interviewing  them,  han¬ 
dling  unusual  problems,  and  devel¬ 
oping  superior  work  methods. 
Where  training  is  given,  it  some¬ 
times  consists  only  of  a  few  me¬ 
chanical  Sunday  school  platitudes 
which  show  no  understanding  of  the 
problem  of  personnel  techniques.  No 
factor  in  executive  responsibility  is 
so  underrated  in  importance  and  so 
clumsily  handled  as  that  of  day  in 
and  day  out  supervisory  methods. 

For  any  but  the  smallest  stores  it 
is  probable  that  standards  of  per¬ 
sonnel  cannot  be  maintained  at  a 
high  level  without  some  sort  of  reg¬ 
ular  salary  or  personnel  review.  Rat¬ 
ings,  statistics  on  individual  per- 
performance,  and  comparisons  with¬ 
in  the  group  give  a  concrete  and 
honest  basis  for  salary  and  place¬ 
ment  decisions  which  cannot  be 
made  objectively  in  any  other  way. 

I  believe  that  most  employees  real¬ 
ize  this.  The  department  review  also 
is  the  logical  place  to  bring  up  ques¬ 
tions  of  rate  setting,  commission  and 
bonus  plans,  etc.  And  the  inter¬ 
views  with  employees  which  proper¬ 
ly  follow’  reviews  are  invaluable  for 
training,  for  discovering  employee 
attitudes  and  ideas,  and  for  evaluat¬ 
ing  the  success  or  failure  of  store 
jxjlicies  which  involve  personnel. 

From  the  employee’s  point  of 
view,  this  regular  interview  which 
comes  once  or  twice  a  year  has  this 
great  value,  that  we  all  feel  more 
secure  when  we  know’  how  we  stand. 
If  I  am  w’orking  for  you,  I  w’ould 
rather  know  my  rating,  weaknesses 
included,  at  regular  intervals  than 
be  left  in  any  uncertainty  as  to  my 
standing.  An  employee  feels  the 
same  way  and  will  tell  you  so  if 
you  ask  him.  The  more  reasons  the 
individual  has  for  feeling  insecure 
outside  the  job  situation,  the  greater 
is  his  need  to  know  where  he  stands 
on  the  job. 

When  we  come  to  questions  of 
health,  emergency  loan  policies,  in¬ 


surance.  and  rest  and  recreation 
facilities,  we  again  find  a  greater 
identity  of  interest  l)etween  em¬ 
ployee  and  emidoyer  than  one  might 
exix’ct  to  find.  Our  permanent 
staffs  of  lower  paid  employees  have, 
at  best,  some  slight  constant  worry 
over  the  dangers  of  illness,  unex¬ 
pectedly  increased  financial  burdens 
and  so  on.  To  the  exact  degree  in 
which  we  help  them  to  protect  them¬ 
selves  against  these  we  contribute 
to  the  lessening  of  fear.  Moreover, 
we  can  often  reduce  time  lost  from 
work,  the  necessity  of  making  loans 
and  so  on,  if  we  have  good  pre- 
ventatives  in  the  way  of  clinic  and 
diagnostic  services,  and  social  ser¬ 
vice  advisors  who  can  give  aid  and 
advice  w’hich  forestalls  more  serious 
difficulties.  Extend  your  hospital 
services  and  you  will  find  your  ab¬ 
sence  rate  from  illness  sharply  cut. 
Provide  for  adequate  salary  pay¬ 
ment  during  illness  and,  since  illness 
w'ill  not  be  complicated  by  near¬ 
starvation  and  inadequate  medical 
care,  you  will  also  have  lowered  ab¬ 
sence  rate  in  the  long  run. 

The  scope  of  this  paper  prevents 
elaboration  on  the  contributions 
which  health  and  social  service  facili¬ 
ties  contribute  to  the  modifying  of 
insecurity  and  the  consequent  im¬ 
provement  in  employee  performance. 
But  the  point  is  so  clear  that  it 
probably  does  not  need  further  dis¬ 
cussion.  For  here,  if  anyw’here,  is 
the  field  in  which  the  home  problem 
and  the  work  problem  are  most 
closely  tied  together.  The  girl  who 
is  waiting  to  see  the  nurse  or  the 
welfare  director  is  not  unlikely  to 
be  the  very  one  whose  mind  is  con¬ 
fused  by  worry,  and  whose  work 
has  been  going  downhill. 

Insurance  Safeguards 

All  stores  should  be  concerned 
over  the  extraordinary  costliness  of 
industrial  insurance  which  is  the 
only  kind  many  lower-bracket  em¬ 
ployes  can  buy,  and  we  know  that 
many  are  not  protected  at  all.  If  our 
people  are  provided  with  the  cheap¬ 
est  variety  available  all  employees 
with  family  cares  will  feel  an  added 
degree  of  security.  With  a  splendid¬ 
ly  equipped  hospital  which  offers  a 
variety  of  free  services,  a  vacation 
camp  and  winter  convalescent  home, 
a  mutual  aid  plan,  workmen’s  com¬ 
pensation  and  group  life  insurance, 
with  some  degree  of  protection 
against  old  age,  and  with  unemploy¬ 
ment  aid  in  prospect,  workers  can 
feel  themselves  freed  from  the  ex- 
tremest  degrees  of  worry  over  ill¬ 


ness,  poverty,  death,  and  the  fate 
of  deixMidents.  It  is  quite  as  much 
to  our  intere.st  as  theirs  that  these 
protections  should  exist. 

Explaining  Programs 

I  would  like  to  make  a  jump  at 
this  point,  and  consider  not  what  we 
offer  our  employees  nor  what  they 
need  in  the  way  of  security,  in  order 
to  function  at  top  efficiency,  but  the 
way  in  which  we  present  to  our  peo¬ 
ple  any  security  plans  which  are  pe¬ 
culiar  to  our  organizations,  or  State 
or  nation  wide  in  scope.  Macy’s  has 
instituted  many  new  personnel  pro¬ 
grams  in  recent  years  and  irresjxc- 
tive  of  their  value,  we  have  had 
varying  success  with  the  introduc¬ 
tory  period  for  each  program.  A 
good  personnel  measure  always 
proves  itself  after  a  while,  but  its 
immediate  popularity  rests  heavily 
on  the  expertness  of  the  explanation 
we  give  in  introducing  it.  .A.nd  im¬ 
mediate  popularity  is  really  a  pretty 
important  thing. 

I  wonder  how  much  thinking  we 
have  all  done  about  the  nature  and 
amount  of  explanation  necessary  for 
such  situations.  There  are  two 
dangers  in  such  a  connection.  The 
first  is  that  we  too  often  explain 
inadequately,  the  second,  that  we 
sometimes  become  very  cross  when 
we  reap  the  results  of  our  perform¬ 
ance.  The  worst  of  it  is  that  we  usu¬ 
ally  are  cross  at  the  wrong  person 
— the  staff  employee.  If  we  become 
angry  at  ourselves  instead,  we  learn 
something  for  the  next  time. 

No  new’  program  can  be  put  in 
successfully  without  care  and  pati¬ 
ence.  None  of  us  can  afford  to  do 
a  job  like  this  in  a  sloppy  way,  and 
yet  we  are  ahvays  likely  to — ^through 
hurried  or  unimaginative  attention 
to  the  problem.  The  rewards  are  a 
grumbling,  confused,  resentful  staff, 
and  a  great  deal  of  waste  time  and 
motion  spent  in  trying  to  patch  up 
an  initial  bad  job.  Even  with  the 
best  possible  educational  plan,  there 
will  be  a  little  confusion  and  fuss¬ 
ing,  and  the  management  which  is 
prepared  to  expect  this  and  keeps 
its  temper  about  it  is  a  wise  one. 

Massachusetts,  unlike  many  of 
the  states  represented  here,  has 
passed  its  State  legislation  on  social 
security.  I  would  like  to  take  the 
liberty  of  telling  you  about  some  of 
the  things  which  Filene’s  has  al¬ 
ready  done  about  employee  educa¬ 
tion  on  the  program,  even  though 
1937  is  still  quite  a  distance  away. 
Mr.  William  H.  Bixby,  Person- 
(Continucd  on  page  52) 
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Wanted — A  Constructive  Program 

BY  MAJOR  BENJAMIN  H.  NAMM 
President,  The  Naiiiin  Store,  Brooklyn,  N.  Y. 


Has  retailing  any  controlling  in- 
lluence  in  national  affairs? 
Let’s  take  stock  and  see.  I 
quote  from  an  editorial  that  ap¬ 
peared  in  the  Business  Section  of 
the  New  York  Times  on  January 
19,  1936:— 

“While  questions  of  national  im¬ 
portance  will  come  before  the  Con¬ 
vention  this  week  of  the  National 
Retail  Dry  Goods  Association,  it  is 
doubtful  that  the  organization  will 
take  a  definite  stand  upon  major  eco¬ 
nomic  issues  now  before  the  coun¬ 
try.  Too  many  opinions  will  be  rep¬ 
resented,  for  one  thing.  And  more 
important  still,  the  merchants  of  the 
nation  have  yet  to  find  their  real 
position  in  the  economic  set-up.” 

What  a  tremendous  challenge  to 
the  merchants  of  our  country  is  con¬ 
tained  in  that  little  article!  Retail 
distribution,  a  thirty  billion  dollar 
industry  has  “yet  to  find  its  real 
place  in  the  economic  set-up”.  It 
has  “too  many  opinions  to  contend 
with”.  It  will  not  “take  a  definite 
stand”,  and  so  on  through  the  list 
of  indictments  that  are  sad  but  true. 

It  does  not  lessen  our  chagrin  to 
learn  from  the  United  States  De¬ 
partment  of  Commerce  that  retail 
distribution  is  the  country’s  third 
largest  industry,  yielding  only  to 
agriculture  and  manufacturing.  Re¬ 
tailing  is  a  giant  industry  whose 
vast  strength,  if  properly  applied, 
could  find  a  ready  answer  to  most 
of  its  trade  problems  and  also  make 
a  tremendous  contribution  to  the 
public  welfare. 

We  all  remember  Dean  Swift’s 
story  about  Gulliver  and  his  travels. 
Gulliver  was  shipwrecked  on  the 
island  of  Lilliput.  Worn  out  by  his 
long  struggle  against  the  waves,  he 
finally  fell  asleep.  Upon  awakening, 
he  tried  to  rise  but  found  he  could 
not  move  an  inch.  The  Lilliputians 
had  bound  him  hand  and  foot  by 
means  of  a  network  of  little  cords 
attached  to  tiny  pegs  driven  into 
the  ground.  Although  a  giant  among 
pygmies,  Gulliver  remained  in  utter 
helplessness  until  the  tiny  cords 
were  severed. 

It  would  seem  that  retailing  is 
very  much  like  Gulliver.  Its  great 
strength  is  also  imprisoned  %  a 
network  of  tiny  cords.  First  there 
IS  the  cord  of  internal  dissension. 

June,  1936 


An  adilress  delivered  before 
the  recent  convention  of  the 
Pennsylvania  Retailers’  Asso¬ 
ciation. 


“Too  many  opinions”,  says  the  New 
York  Times  editorial.  Then  there  is 
the  cord  of  apathy.  “The  organi¬ 
zation  will  not  take  a  definite  stand”, 
the  editorial  continues.  Finally, 
there  is  the  cord  of  confusion.  “The 
merchants  have  not  yet  found  their 
place  in  the  economic  set-up”,  the 
editorial  concludes. 

Wanted — A  Constructive  Program 

It  has  been  said  that : — “Without 
a  plan,  ’tis  all  a  mystic  maze.” 
Without  a  plan,  we  may  be  sure 
that  retailing  will  continue  to  grope 
obscurely.  Without  a  program,  the 
retailer  will  continue  to  be  “the  for¬ 
gotten  man”  of  commerce.  He  will 
continue  to  suffer  from  trade  abuses, 
from  unjust  taxation  and  from  dis¬ 
criminatory  legislation.  He  will  find 
himself  confronted  more  and  more 
by  harsh  measures  designed  to  pena¬ 
lize  his  efficiency,  circumscribe  his 
initiative  and  place  him  in  a  sort  of 
“statutory  strait- jacket.” 

Given  a  well-conceived,  forward- 
looking  program,  there  is  no  con¬ 
structive  and  worthwhile  effort  that 
the  retailers  of  America  could  not 
accomplish.  They  are  in  daily  touch 
with  every  consumer  in  the  land. 
It  has  been  my  experience  that  con¬ 
sumer  organizations  may  be  relied 
upon  to  cooperate  fully  with  any 
straightforward  program  that  is 
clearly  designed  to  bring  about 
“fair-play”  in  .American  business. 

In  promulgating  a  program  for 
retailing,  we  must  start  with  meas¬ 
ures  that  are  planned  to  eliminate 
unfair  competition.  If  we  retailers 
cannot  curb  the  admitted  evils  with¬ 
in  our  own  industry,  what  chance 
have  we  of  curbing  those  which 
spring  from  outside  our  industry? 
In  fashioning  a  program,  however, 
we  must  adopt  a  positive  rather 
than  a  negative  attitude.  I,  for  one, 
am  keenly  disappointed  with  the 
stand  that  retailers  have  tradition¬ 


ally  taken,  that  stand  being  to  con¬ 
sistently  oppose  destructive  legisla¬ 
tion  without  ever  proposing  con¬ 
structive  measures  for  the  curbing 
of  admitted  evils. 

“Burning  Down  the  Barn” 

It  is  only  by  adopting  construc¬ 
tive  measures  for  the  cure  of  our 
own  trade  abuses  that  we  can  arrest 
the  destructive  efforts  of  those  who 
are  proposing  “cures”  that  are  far 
worse  than  the  diseases  complained 
of.  Let  there  be  no  doubt  about  it. 
Some  of  the  measures  now  before 
Congress  and  before  various  state 
legislatures  aim  not  only  to  curb 
that  unfair  competition  which  is  the 
bane  of  trade  but  they  also  seek  to 
destroy  that  fair,  free  and  op)en  com¬ 
petition  which  is  the  life  of  trade. 
In  other  words,  they  naively  pro¬ 
pose  to  “burn  down  the  barn  to  get 
rid  of  the  rats”. 

Let  us  consider,  for  example,  the 
Robinson-Patman  “anti-chain-store” 
bill  which  has  already  passed  the 
United  States  Senate  and  is  await¬ 
ing  action  by  the  House  of  Repre¬ 
sentatives.  This  measure  is,  in  my 
opinion,  an  unsound,  uneconomic 
and  unfair  piece  of  legislation.  It 
will  bring  about  along  with  other 
evils,  an  enormous  and  unnecessary 
increase  in  the  consumer  cost  of  liv¬ 
ing.  The  General  Federation  of 
Women’s  Clubs,  at  its  recent  Con¬ 
vention  in  Florida,  pointed  out  that 
the  enactment  of  this  bill  into  law 
would  result  in  an  increase  of  seven 
hundred  and  fifty  million  dollars 
annually  in  the  cost  of  food  alone. 
This  is  tantamount  to  levying  a  food 
tax  of  $6  per  annum  upon  every 
man.  woman  and  child  in  the  coun¬ 
try. 

I  am  an  independent  merchant  in 
constant  competition  with  big  and 
efficient  chain  store  groups.  To  the 
best  of  my  knowledge,  these  chain- 
store  groups  are  no  more  guilty  of 
misleading  advertising,  predatory 
price-cutting  and  labor-chiseling 
than  the  great  mass  of  independent 
merchants.  To  discriminate  against 
these  groups  merely  because  they 
are  big,  strong  and  successful  is  to 
strike  a  blow  at  initiative,  place  a 
premium  upon  inefficiency  and  ma¬ 
terially  and  unnecessarily  increase 
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the  cost  of  food,  clothing  and  acces¬ 
sories  to  the  great  mass  of  consum¬ 
ers.  As  for  the  independent  mer¬ 
chants  of  our  country,  what  is  there 
to  stop  us  from  accomplishing, 
through  cooi^erative  effort,  all  the 
benefits  that  the  chain-stores  have 
obtained  through  central  manage¬ 
ment  ?  When  all  is  said  and  done, 
we  independent  merchants  will  al¬ 
ways  retain  one  priceless  advantage 
over  our  chain-store  competitors, 
namely,  the  warmth  and  personal 
interest  that  ownership-management 
alone  can  supply. 

“An  Ounce  of  Prevention” 

The  Robinson- Patman  Bill  is  only 
one  of  a  number  of  measures  that 
will  always  require  forceful  and 
concerted  opposition  by  fair-minded 
retailers.  We  cannot  blink  the  fact, 
however,  that  our  great  thirty  billion 
dollar  industry  has  in  the  past  paid 
extremely  little  attention  to  national 
or  state  legislative  trends.  .Action 
has  usually  been  delayed  until  after 
the  introduction  of  a  bill  wbich.  if 
enacted  into  law,  would  come  close 
to  revolutionizing,  at  terrific  cost, 
our  existing  system  of  buying  and 
selling  goods.  Then,  so  pressed  for 
time  that  we  are  unable  to  make  a 
reasoned  and  intelligent  study  of  the 
bill  in  question,  a  few  retailers  dock 
breathlessly  to  Washington  or  to 
the  State  Capitol.  We  go  there  as 
individuals  or,  what  is  even  worse, 
as  factional  groups  invariably  work¬ 
ing  at  cross-purposes.  The  results 
that  we  obtain  are  usually  in  inverse 
ratio  to  the  merits  of  tlie  question 
but  in  direct  ratio  to  the  perspicacity 
that  we  have  shown. 

Under  these  circumstances,  legis¬ 
lators  are  naturally  inclined  to  look 
at  us  with  jaundiced  eye.  They  do 
not  disguise  their  suspicions  that  our 
protests  are  largely  inspired  by  a 
desire  to  retain  “privileges”  which 
they  presume  we  have  abused  in  the 
past.  They  swallow'  our  conflicting 
arguments  with  something  more 
than  the  traditional  grain  of  salt.  It 
avails  us  little  that  our  associations 
are  represented  by  competent  and 
straightforward  attorneys.  These 
men,  left  to  their  own  resources, 
are  promptly  though  unfairly  placed 
in  the  same  category  with  high-pres¬ 
sure  lobbyists.  The  frequent  result 
is  that  our  efforts  prove  abortive 
because  so  few'  merchants  speak  the 
same  language  and  so  many  speak 
out  of  turn. 

The  trouble  with  retailing,  ladies 
and  gentlemen,  is  not  with  our  lead¬ 
ers  nor  with  our  attorneys  nor  with 


our  various  trade  associations. 
These  associations  have,  in  my  opin¬ 
ion,  done  a  splendid  job  with  the 
limited  support  that  they  have  re¬ 
ceived.  Take  our  National  Retail 
Dry  Goods  Association  for  instance. 

It  has  a  membership  of  only  six 
thousand  merchants  whereas  it 
ought  to  have  a  membership  of  sixty 
thou.sand. 

The  great  weakness  in  the  fabric 
of  retailing  lies  in  the  apathy  of  in¬ 
dividual  merchants  and  the  lack  of 
strong  state  associations  such  as 
yours.  I  venture  to  predict  that,  if 
every  state  in  the  country  had  an 
association  as  powerful,  as  represen¬ 
tative  and  as  influential  as  the  I’enn- 
.s\lvania  Retailers’  Association,  it 
would  not  t)e  long  before  retailing 
assumed  its  full  responsibility  for 
helping  to  shajx.*  the  economic  des¬ 
tiny  of  our  nation. 

“The  Customer  Pays  and  Pays” 

The  time  has  arrived  when  we 
merchants  must  realize  that  retail¬ 
ing  is  something  more  than  mere 
buying  and  selling.  We  must  aban¬ 
don  the  narrow,  economic  chauvin¬ 
ism  that  has  heretofore  limited  re¬ 
tailers’  perspective  to  local  problems 
witbout  consideration  of  the  nation¬ 
al  problems  that  affect  our  industry 
so  greatly.  Retailers  have  become 
an  important  entity  in  our  national 
economy  and  we  ow'e  a  responsibili¬ 
ty  not  only  to  ourselves  but  to  the 
consuming  public  whose  needs  we 
supply.  Let  us  consider  for  a  mo¬ 
ment  the  vital  question  of  taxation. 
Taxation,  especially  when  it  reaches 
a  huge  scale,  directly  affects  mer¬ 
chandising.  Witness  the  currently 
tremendous  cost  of  public  relief 
wbich,  unavoidable  though  this  may 
be,  must  inevitably  be  passed  on  to 
the  consumer  in  the  form  of  higher 
prices.  And  when  commodity  costs 
rise  above  the  consumer’s  ability  to 
pay,  “what  price  bounty”  then? 

My  own  views  about  national  af¬ 
fairs  are  reasonably  simple  and  re¬ 
latively  unimportant.  I  do  not  be¬ 
lieve  that  the  American  people  can 
be  legislated  into  prosperity.  I  do 
not  believe  that  we  can  be  taxed 
into  prosperity.  I  do  not  believe 
that  there  can  be  real  prosperity  in 
this  country  without  real  respect  be¬ 
ing  shown  for  the  profit  motive  in 
business.  Given  that  assurance,  I 
Ijelieve  that  business  can  be  made 
to  flourish,  along  the  right  lines. 

I  beg  to  submit  herew'ith  a  tenta¬ 
tive  program  for  retailing.  I  hold  no 
illusions  whatsoever  about  the  “per¬ 
fection”  of  this  program.  I  have  not 


the  slightest  doubt  that  a  stronger, 
wiser  and  more  effective  program 
could  be  promulgated  if  the  l)est 
minds  in  retailing  would  resolutely 
approach  the  task.  I  merely  offer 
it  to  “start  the  ball  a  rolling”. 

A  Six-Point  Program  for  Retailing 

(A)  Curb  misleading  advertising 
by  demanding  that  advertising 
media  exercise  proper  censor¬ 
ship  over  all  misleading  copy. 

It  should  be  a  part  of  every 
advertising  contract  that  ad¬ 
vertisers  be  willing  to  fully 
substantiate  tbe  accuracy  and 
fairness  of  any  statement  that 
they  may  .submit  for  publica¬ 
tion.  All  advertised  mis-state¬ 
ments  of  a  material  fact  should 
then  be  followed  by  an  adver¬ 
tised  correction. 

(B)  Curb  predatory  price-cutting 
by  demanding  that  advertising 
media  refuse  to  accept  any 
generally  underselling  claims. 
These  claims,  whether  accur¬ 
ate  or  inaccurate,  are  nothing 
more  nor  less  than  a  threat  to 
engage  in  ruthless  price  war¬ 
fare.  Their  elimination  will 
materially  lessen  the  use  of 
bait-offers  and  loss-leaders. 
(.See  Fair  Practice  Standards 
of  the  National  Association  of 
Better  Business  Bureaus.) 

(C)  Curb  lalw^r-chiseling  by  de¬ 
manding  that  each  state  enact 
reasonable  maximum-hour 
laws  governing  the  employ¬ 
ment  of  workers  in  mercantile 
establishments.  In  the  great 
city  from  w'hich  I  come,  the 
department  stores  operate  on 
a  forty-four  to  forty-five  hour 
w'eek.  Many  competing  neigh¬ 
borhood  and  specialty  stores 
work  their  employees  from 
forty-eight  to  seventy  hours 
per  W'eek,  with  no  increases  in 
their  pay.  I  take  for  granted 
that  this  unfair  condition  is 
not  confined  to  New  York 
City. 

(D)  Curb  tax  evasion  by  demand¬ 
ing  the  elimination  of  all  state 
and  city  retail  sales  taxes. 
These  taxes  are  easily  evaded 
by  various  unscrupulous  mer¬ 
chants.  Furthermore,  they  ad¬ 
versely  affect  all  merchants  in 
the  area  taxed  by  driving  busi¬ 
ness  to  points  outside  that 
area.  There  should  be  substi¬ 
tuted  a  Federal  Sales-Tax  to 
be  collected  at  the  source. 
{Coutiiiucd  on  page  58) 
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Cr  e  dit  Management 


Does  Your  Store  Have  a  Definite 
Colleetion  Policy? 

BY  DR.  CLYDE  WILLIAM  PHELPS 
Head  of  the  Department  of  Economics, 

University  of  Chattanooga 


After  completing  a  survey  of 
collection  policies  in  stores  in 
twenty-five  cities.  Dr.  Phelps 
is  convinced  that  the  outstand¬ 
ing  feature  of  an  up-to-date 
cn'dit  policy  is  the  suspension 
of  slow-pays  at  the  end  of  a 
definite  period  from  further 
credit  until  they  have  paid  up. 


NO.  that  doesn’t  mean:  Does 
your  store  have  a  regular  set 
of  forms,  a  regular  system  for 
following  up  and  finally  hounding 
and  threatening  delinquents,  and  a 
policy  of  “treating  each  account  in¬ 
dividually"  as  to  the  time  it  takes 
to  pay  out  ? 

That  is  ju.st  the  old  indefinite  col¬ 
lection  policy  found  in  the  great 
mass  of  unprogressive  stores  which 
are  not  keeping  up  with  recent  de- 
velojMuents.  The  existence  of  that 
policy  is  mainly  responsible  for  the 
cost  of  doing  a  credit  business  being 
what  it  is  today. 

For  the  main  item  in  the  cost  of 
retail  credit  in  this  country  is  com¬ 
posed  of  the  hidden  costs,  expenses 
and  losses  caused  by  slow  charge 
accounts,  which  in  turn  are  due  to 
the  general  use  of  indefinite  collec¬ 
tion  ix)licies.  In  fact,  at  present  the 
most  important  as  well  as  the  easiest 
road  to  increased  profits  from 
charge  business  is  to  be  found  in 
cutting  out  the  evils  of  slow  accounts 
by  means  of  a  definite  collection 
policy. 

What,  then,  is  a  definite  credit 
and  collection  policy? 

The  six  principles  in  a  definite 
credit  and  collection  policy  are  as 
follows.  1.  Investigate  thoroughly 
and  select  carefully  new  charge  cus¬ 
tomers.  2.  Explain  clearly  to  each 
new  charge  customer  just  what  your 
terms  are,  and  get  his  definite  agree¬ 
ment  to  pay  within  those  terms.  3. 
Follow  up  promptly,  sending  out 
the  first  reminder  on  the  next  day 


if  ixissible  (or  within  five  days  at 
the  latest)  after  bills  have  Ixcome 
payable  but  remain  unpaid.  4.  Sus¬ 
pend  slow-pays,  who  have  not  paid 
by  the  end  of  your  credit  period, 
from  further  credit  until  they  have 
jiaid  uj).  5.  Help  delinquents,  by 
showing  them  hozv  they  can  jiay  you 
immediately,  instead  of  merely  dun¬ 
ning  and  threatening  them.  6.  .Act 
decisively  with  those  who  are  able 
but  u  infilling  to  pay  by  promptly 
using  collection  pre.ssure.  collection 
agencies  or  legal  services. 

The  chief  difference  Ix'tween  this 
and  the  usual  indefinite  collection 
policy  is  to  be  found  in  step  No.  4. 
Instead  of  allowing  slow  accounts  to 
kee])  on  charging  additional  pur¬ 
chases  while  the  collection  manager 
Ix'gins  to  put  on  more  pressure  and 
to  threaten  and  hound  the  customer, 
the  store  having  a  definite  collection 
policy  merely  refuses  to  add  further 
purchases  to  an  account  unpaid  at 
the  end  of  the  agreed-upon  credit 
period  until  payment  has  been  made. 
Suspension  of  further  charge  privi¬ 
leges  from  the  time  an  account  be¬ 
comes  slow  or  deliiKiuent  until  it  is 
paid  up  is  the  essential  and  dis¬ 
tinguishing  characteristic  of  any 
definite  collection  policy. 

Merely  refusing  to  let  a  customer 
keep  on  charging  when  he  has  failed 
to  pay  at  the  end  of  the  credit  period 
is  certainly  not  as  objectionable  or 
drastic  and  destructive  of  good  will 
as  is  the  hounding  and  threatening 
of  many  slow  accounts  which  in¬ 
evitably  result  from  an  indefinite 
collection  policy. 

Rut  the  behind-the-times  mer¬ 
chant  will  tell  you  that  the  principle 
of  suspending  slow-pays  would  not 
work,  and  that  therefore  no  store 
can  have  anything  but  an  indefinite 
collection  policy.  The  poor  fellow 
will  tell  you  that  it  is  impossible  to 
draw  the  line  as  to  any  definite 
time  when  all  slow  accounts  shall 
l)e  suspended  from  charge  privileges 
until  paid ;  that  it  is  impossible  for 


a  store  to  have  a  general  rule  of 
susjiending  slow-pays  at  the  end  of 
30  days.  60  days,  90  days,  four 
months,  six  months  or  any  other 
time;  that  each  account  must  be 
treated  individually  in  the  sense  of 
allowing  each  customer  to  work  the 
store  for  as  much  as  he  can. 

When  Is  an  Account  Slow? 

.Such  a  Ix'lief  merely  shows  that 
the  merchant  doesn’t  know  what  is 
going  on  in  the  evolution  of  retail 
collectif)!!  jx)licy.  Not  one  or  a  few 
but  a  very  great  number  of  stores 
are  now  following  the  principle  of 
susjxMiding  slow  accounts.  Person¬ 
ally.  I  Ixdieve  that  many  stores  us¬ 
ing  this  principle  are  not  suspending 
slow  accounts  soon  enough.  But  the 
]X)int  is  that  they  liazr  drawn  the 
line ;  that  they  have  set  in  each  store 
a  period  of  time  beyond  which  slow 
accounts  may  not  add  further 
charges  until  the  account  is  paid. 
Their  practice  disproves  the  one 
fundamental  contention  of  the  in¬ 
definite  collection  policy  advocates 
to  the  effect  that  no  general  rule  for 
suspension  at  any  time  whatever  can 
he  adopted. 

In  the  department  store  and  simi¬ 
lar  lines  of  retail  business  accounts 
which  are  unpaid  at  the  end  of  60 
days  after  the  month  of  purchase 
are  slow  accounts,  and  should  be 
suspended  from  further  charges 
until  paid.  Exceptionally  large  pur¬ 
chases.  which  one  would  not  nor¬ 
mally  expect  to  Ixi  liquidated  within 
two  months,  should  always  Ixj  placed 
upon  the  budget-plan  where  carrj’- 
ing  chargt's.  either  concealed  or  ap¬ 
parent,  .  can  offset  the  inevitable 
costs,  expenses  and  losses  of  slow¬ 
ness  in  repayment. 

In  groceries,  meats,  drugs,  filling 
stations  and  similar  lines  of  retail 
business  an  account  not  paid  within 
30  days  after  the  month  of  purchase 
is  a  slow  account,  and  should  be 
suspended  from  further  charges  un¬ 
til  paid.  In  these  lines,  as  contrasted 
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with  department  stores  and  some 
other  lines,  the  goods  are  immedi¬ 
ately  consumed  and  the  extreme 
justifiable  period  of  credit  cannot  be 
over  30  days.  Shorter  periods,  such 
as  “from  pay  day  to  pay  day,”  are 
advisable  and  are  used  by  many 
grocery  stores  whose  customers  are 
paid  their  wages  every  two  weeks. 

Suspending  Slow  Accounts 

To  what  extent  do  progressive  in¬ 
stitutions  in  the  department  store 
and  allied  lines  follow  a  definite  col¬ 
lection  policy  in  the  sense  of  having 
a  general  rule  for  suspending  slow 
accounts?  In  a  survey  of  two  score 
of  such  stores  in  twenty -five  cities 
I  found  that  about  nine  out  of  ten 
of  them  have  established  policies  of 
suspending  charge  customers  from 
further  purchases  on  credit  after 
definite  periods  of  delinquency.  One- 
half  of  these  stores  reporting  such 
definite  collection  policies  state  that 
the  suspension  is  “automatic,”  thus 
indicating  that  exceptions  are  not 
generally  allowed.  This  should  be 
extremely  interesting  to  tbe  old- 
timer  who  is  unaware  of  the  recent 
developments  in  collection  policy. 

Nine  stores  in  seven  cities  refuse 
to  add  further  purchases  when  ac¬ 
counts  are  60  days  slow  and  unpaid. 
These  stores  are  doing  an  excellent 
job  in  their  credit  and  collection 
policy,  and  their  high  collection  per¬ 
centages  prove  it.  Thirteen  more 
stores  suspend  selling  on  credit  to 
customers  who  are  delinquent  at  the 
end  of  90  days,  and  the  extreme 
length  of  time  before  suspension  in 
seven  other  stores  is  four  months. 
The  remaining  half-dozen  stores  al¬ 
low  pet  customers  and  “blue  bloods” 
five  or  six  months  before  suspension 
but  cut  off  other  customers  much 
earlier  at  the  end  of  definitely  estab¬ 
lished  credit  periods. 

“Classified  Collection  Policies” 

Some  of  these  stores  have  a  defi¬ 
nite  collection  policy  of  a  type  which 
might  be  called  a  “classified  collec¬ 
tion  policy.”  Customers  are  divided 
into  two  or  three  classes.  In  what 
we  may  call  the  three-class  policy 
the  first  class  is  composed  of  new 
customers  and  weak  customers,  the 
second  class  is  the  great  mass  of 
average  customers  and  the  third 
consists  of  the  small  number  of  pets 
or  “blue  bloods.”  Definite  periods 
are  set  for  the  suspension  of  slow 
accounts  in  the  case  of  each  class. 
Thus,  one  store  in  the  East  sus¬ 
pends  charge  privileges  for  the  first 
class  30  days  after  the  10th  of  the 


month  following  purchase  if  bills 
remain  unpaid,  the  second  class  in 
60  days,  and  the  third  class  in  90 
days.  In  Michigan  one  store  sus¬ 
pends  in  30.  75,  and  120  days  and 
another  suspends  in  60,  90,  and  120 
days.  Again  in  the  East  we  find  one 
store  suspending  in  60  days.  90  days 
and  120  days  and  two  stores  sus¬ 
pending  in  30  days,  90  days  and  six 
months. 

Several  stores  divide  accounts  in¬ 
to  two  classes — the  general  run  of 
average  customers  and  the  small 
class  of  pets.  .Accounts  become  slow 
and  are  suspended  by  one  southern 
store  in  45  days  and  60  days,  in  an 
eastern  store  the  lines  are  drawn  at 
60  days  and  120  days,  and  in  a 
middle-western  store  the  two  classes 
are  suspended  at  the  end  of  60  days 
and  90  days  respectively. 

These  classified  policies  are  defi¬ 
nite  collection  policies ;  they  repre¬ 
sent  a  great  advance  over  the  usual 
indefinite  situation  prevailing  in 
most  stores  throughout  the  country ; 
they  are  far  better  than  doing  noth¬ 
ing  at  all.  But  I  believe  that  they 
are  absolutely  unfair  and  unethical 
— and  that  as  compared  with  a  defi¬ 
nite  utiijorm  suspension  for  all  cus¬ 
tomers  they  are  unsound  econom¬ 
ically  as  well  as  absolutely  unneces¬ 
sary. 

If  a  customer  is  so  weak  that  you 
are  afraid  to  allow  him  to  take  the 
regular  ultimate  period  of  60  days 
if  necessary,  then  it  is  better  to  put 
him  on  a  “limited  charge  account” 
instead  of  setting  up  a  special  class 
for  this  type  of  customer.  If  the 
customer  is  one  of  the  pet  or  “blue 
blood”  type,  you  will  find,  as  the 
stores  which  have  already  tried  it 
have  found,  that  you  can  sell  all  ex¬ 
cept  approximately  one  out  of  one 
thousand  of  this  type  of  customer 
on  the  idea  of  settling  within  60 
days.  The  classified  policy  is  un¬ 
sound  economically  because  it  causes 
extra  and  absolutely  unnecessary 
costs,  expenses  and  losses  for  carry¬ 
ing  favored  customers  as  long  as 
five  or  six  months  in  some  cases 
when,  as  a  matter  of  fact,  these  cus¬ 
tomers  would  just  as  soon  pay  with¬ 
in  60  days. 

During  recent  years  there  has 
been  much  said  in  favor  of  calling 
credit  managers  “credit  sales  mana¬ 
gers,”  the  idea  apparently  being  to 
make  the  store  owner  feel  that  the 
credit  manager  was  a  productive  or 
constructive  factor,  although  what 
the  credit  manager  should  actually 
do  in  regard  to  selling  has  not  been 
quite  clear.  It  is  about  time  for 


credit  men  to  prove  their  title  to 
“credit  sales  managers”  by  doing 
something  concrete  in  the  way  of 
selling  slow  accounts,  including  pets 
and  others,  uj)on  the  morality  and 
the  necessity  of  paying  within  60 
days  like  the  rest  of  honest  and  fair- 
minded  customers.  This  selling  job 
can  be  clone  as  shown  hy  the  fact 
that  when  stores  have  shifted  from 
an  indefinite  to  a  definite  collection 
policy  of  suspending  slow  accounts, 
the  total  loss  of  customers  has  Ix'en 
from  only  a  half-dozen  to  a  dozen 
or  more  customers  in  each  case. 

Indefinite  Collection  Policies 

One  interesting  thing  I  learned 
from  my  survey  was  tliat  in  some 
pretty  well-known  stores,  as  a  cus¬ 
tomer  I  could  refrain  from  paying 
anything  and  run  a  slow  account, 
keeping  on  charging  additional  mer¬ 
chandise,  for  five  months,  ten 
months,  a  year  or  so — in  fact  any 
length  of  time,  because  these  stores 
have  no  general  rule  whatever  upon 
suspending  slow  accounts.  The 
length  of  time  I  could  run  a  slow 
account  without  paying  anything 
would  depend  upon  just  two  things ; 
1.  My  ability  to  out-sell  the  credit 
manager  with  my  alibis  and  reasons 
why  an  extension  was  “necessary 
ami  justified,”  and  2.  Not  accumu¬ 
lating  too  large  a  total  of  credit  pur¬ 
chases  as  compared  with  my  appar¬ 
ent  income. 

Such  information  would  be  con¬ 
sidered  not  only  interesting  but 
valuable  by  many  consumers.  And 
the  trouble  is  that  during  the  past 
few  years  especially  the  public  has 
been  learning  about  these  things : 
How  spineless  and  unethical  the 
prevailing  indefinite  collection  poli¬ 
cies  are;  how  practically  any  alibi 
or  excuse  can  work  most  stores  for 
an  almost  unlimited  joyride  on  a 
slow  account ;  how  unfairly  store 
managements  hound  some  people 
when  they  are  30  days  slow  and 
allow  others  to  ride  five  or  six 
months  or  more  without  an  appar¬ 
ent  twinge  of  conscience. 

Another  interesting  thing  I  learn¬ 
ed  was  that  as  a  customer  at  two 
stores  of  old  and  famous  names  I 
could  go  on  charging  merchandise 
for  a  period  of  six  months  without 
paying  a  penny  before  my  account 
would  be  at  last  termed  slow  and 
would  become  suspended  from 
charge  privileges.  Yet  because  of 
their  prestige  these  two  stores  would 
find,  if  they  would  wake  up,  that 
all  their  customers  would  be  tickled 
(Continued  on  page  56) 
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Retail  Secretaries _ 

•  THE  QIJORIJM  • 


THK  jjiiest  editor  idea  for  this 
department  seems  to  have  made 
Slid)  a  hit  with  secretaries  that 
the  regular  editors  are  encouraged 
to  do  the  same  thing  again  soon  in 
a  future  issue  of  The  Huleetin. 

Hardly  had  the  May  issue  lieen 
put  in  the  mails,  it  seemed,  when 
replies  began  to  come  from  the  sec¬ 
retaries  commending  the  efforts  of 
our  first  guest  editor,  Charles  E. 
Bovd,  President  of  the  National  As¬ 
sociation  of  Retail  Secretaries.  Ad¬ 
dressed  to  the  merchants  themselves, 
Mr.  Boyd’s  article  was  a  frank  ap¬ 
peal,  reasoned  on  the  basis  of  bene¬ 
fit  to  the  stores  that  would  come 
from  wholehearted  cooperation  with 
secretaries  and  their  associations. 

Among  those  who  rose  quickly  to 
second  the  sentiments  of  Mr.  Boyd 
was  F.  E.  Morris,  Executive  Secre¬ 
tary.  Texas  Retail  Dry  Goods  As¬ 
sociation.  who  asked  for  permission 
to  reprint  Mr.  Boyd’s  article  for 
distribution  among  the  two  hundred 
retail  secretaries  of  associations  in 
the  State  of  Texas.  Mr.  Morris 
said:  “May  all  the  issues  of  The 
Quorum  be  as  full  of  the  right  kind 
of  meat  as  Charley  has  crammed 
into  this  one.” 

Wilfred  Jordan,  Secretary,  Retail 
Merchants  Bureau,  Philadelphia 
Chandler  of  Commerce,  also  request¬ 
ed  permission  to  reprint  Mr.  Boyd’s 
statement  in  the  monthly  magazine 
of  the  Chamber.  “We  are  anxious.” 
said  Mr.  Jordan,,  “to  afford  Phila¬ 
delphia  retailers  an  opportunity  to 
read  this  splendid  story”. 

♦  ♦  * 

Although  Mr.  Boyd  invited  the 
merchants  to  read  his  statement  in 
the  Quorum  Department,  he  did  not, 
however,  let  it  rest  there.  Instead 
he  accepted  the  invitation  to  address 
the  Store  Management  Group  at  the 
June  Convention  of  the  National 
Retail  Dry  Goods  Association,  and 
took  that  occasion  to  pursue  further 
the  subject  of  his  message,  urging 
merchants  to  cooperate  with  their 
local  associations  as  a  means  of  solv¬ 
ing  many  store  problems,  including 
the  question  of  returns.  Emphasiz¬ 
ing  in  his  address  how  returns  rise 
and  fall  with  the  peaks  and  valleys 
of  business  in  direct  ratio  to  the 
efforts  put  forth  by  retailers  indi¬ 
vidually  and  collectively  to  control 
them.  Mr.  Boyd  related  the  experi¬ 
ences  of  the  Detroit  Merchants  dur¬ 
ing  the  past  few  years. 


As  business  improves.  Mr.  Boyd 
IMiinted  out.  there  is  an  apparent 
i(M)sening  in  store  policies  and  re¬ 
turns  liegin  mounting.  Then  he 
asked,  “.Are  store  managers  ready 
now  to  make  an  alxiut-face  and  be¬ 
gin  to  tighten  their  policies  relative 
to  returns  liefore  they  bring  alxiut 
a  too  serious  situation?” 

.And  again,  he  said,  “I  fear  that 
many  merchants  right  now  are  dis¬ 
posed  to  do  anything  very  revolu¬ 
tionary  for  the  purpose  of  checking 
returns,  but  I  want  to  raise  the  ques¬ 
tion  with  you  as  to  whether  it  isn’t 
time  that  something  should  be  done. 
Why  should  you  store  principals  let 
those  losses  continue  to  mount?” 

*  *  ♦ 

Pennsylvania  merchants  seem 
concerned  at  the  time  this  Depart¬ 
ment  went  to  press,  over  the  possi¬ 
bilities  of  the  passage  of  a  bill  which 
would  impose  a  cosmetic  tax  on 
sales  at  the  rate  of  1<^  for  each  15^^ 
of  the  retail  price,  and  over  another 
which  would  tax  the  sale  of  luxury 
items  at  the  rate  of  5%  of  the  sell¬ 
ing  price. 

Items  of  luxury  included  cameras ; 
films ;  firearms ;  jewelry ;  radios ; 
furs ;  electrical  household  appliances, 
except  washing  machines  and  irons ; 
musical  instruments ;  cut  flowers, 
and  many  others  which  were  termed 
luxuries  under  that  bill. 

*  *  * 

Charles  M.  Isaac,  Manager  of 
the  Canton  Retail  Merchants  Board, 
advises  us  of  the  Good-Will  Tour 
sponsored  by  his  organization  this 
month  into  areas  surrounding  Can¬ 
ton.  The  party  is  to  be  accompanied 
by  the  Mayor  and  will  be  met  in 
various  towns  by  local  officials.  Such 
a  tour  should  increase  the  good  of 
such  areas  and  result  in  increased 
business  for  Canton. 

*  *  ★ 

We  noted  in  a  number  of  the  bul¬ 
letins  from  secretaries  in  towns  ad¬ 
jacent  to  the  Canadian  line  that  em¬ 
phasis  was  placed  this  month  on  the 
new  Canadian  regulations  which 
permit  Canadian  citizens  to  purchase 
goods  in  the  United  States  and  re¬ 
turn  to  Canada  with  them  duty  free 
up  to  $100.  Of  course,  the  secre¬ 
taries  believe  that  a  considerable  ad¬ 
ditional  volume  of  business  can  be 
done  by  their  stores  with  Canadian 
tourists  under  these  new  regulations. 
♦  ♦  * 

“A’'ou’re  Among  Friends  in 


Huron”,  is  a  slogan  which  the 
Huron,  S.  D.,  Chamber  of  Com¬ 
merce  is  using  to  impress  upon 
.strangers  the  ho.spitality  of  that  city. 
It  appears  to  us  like  a  good  slogan, 
and  one  which  should  make  many 
friends  for  Huron  among  the  tour¬ 
ists  who  pass  through. 

♦  *  * 

The  .Auburn,  N.  Y..  Chamlier  of 
Commerce  has  established  an  Emer¬ 
gency  Warning  Committee  that  gets 
under  way  quickly  when  it  is  neces¬ 
sary  to  advise  members  of  “bad  ac¬ 
tors”  who  are  at  work  in  that  com¬ 
munity.  Each  of  the  fifteen  mem- 
lx;rs  of  this  committee  are  given  a 
list  of  five  stores  to  call  on  the  tele¬ 
phone  when  the  warning  goes  out 
from  the  association  that  passers  of 
worthless  checks,  counterfeit  money, 
racketeers,  etc.,  are  at  work  in 
Auburn. 

*  ♦  * 

While  the  idea  of  regulating  park¬ 
ing  by  charging  for  space  seems  to 
be  spreading  to  communities  in  vari¬ 
ous  sections  of  the  country,  some 
cities  are  still  proceeding  slowly  in 
adopting  the  idea. 

Among  the  latter  is  the  Portland, 
Ore.,  Chamber  of  Commerce,  where 
a  Retail  Merchants  Committee  re¬ 
cently  met  to  study  the  general  ques¬ 
tion  of  parking. 

Edw.  N.  Weinbaum,  Manager  of 
the  Retail  Merchants  Department 
of  the  Portland  Chamber  of  Com¬ 
merce  writes  this  month  that  they 
are  anxious  to  see  how  the  meter 
idea  is  received  in  some  of  the  larg¬ 
er  cities  before  they  test  it  out.  Mr. 
Weinbaum  says: 

“Of  course,  Portland  is  in  a 
peculiar  situation,  divided  into  an 
east  and  a  west  side,  by  the  Willa¬ 
mette  River.  Decentralized  business 
sections  on  the  east  side  of  the  river 
where  two  thirds  of  our  population 
resides  have  been  built  up. 

“We  do  find  some  merchants 
favor  the  device  while  on  the  other 
hand  the  small  retailers  are  of  the 
opinion  that  were  these  meters  in¬ 
stalled  it  would  drive  retail  business 
on  the  east  side  section  of  Portland.” 
*  ♦  * 

We  are  arranging  with  other 
secretaries  to  serve  as  guest  edi¬ 
tors.  and  we  urge  our  readers  to 
watch  for  subsequent  issues  of  The 
Bulletin  so  as  not  to  miss  these 
messages  that  are  coming. 

—JOHN  W.  HAHN 
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Processing  Tax  Refunds 


BY  HAROLD  R.  YOUNG 
Waiihington  Representative,  N.R.D.G.A. 


At  tlie  time  this  is  written  (Sat¬ 
urday,  June  13,  1936)  the 
House  and  Senate  conferees 
liave  not  reported  any  agreement 
reached  by  them  ujxjn  the  refund 
and  so-called  windfall  tax  provisions 
of  the  Revenue  Bill,  and  any  state¬ 
ments  contained  herein  must  be  ac¬ 
cepted  as  tentative  and  subject  to 
later  correction  when  the  Revenue 
Bill  becomes  law. 

Heretofore  claims  for  refund  un¬ 
der  the  provisions  of  the  Agricul¬ 
tural  Adjustment  Act  of  1933  and 
tlie  Agricultural  Adjustment  Act 
as  amended  in  1935  have  been  ac¬ 
cepted  on  what  is  designated  as 
Form  P.  T.  24  by  the  Bureau  of 
Internal  Revenue. 

As  a  result  of  the  decision  of  the 
Supreme  Court  in  the  Hoosac  Mills 
and  the  Rickert  Rice  Mills  cases, 
the  House  and  Senate  have  incor¬ 
porated  in  the  present  Revenue  Bill 
provisions  repealing  certain  sections 
and  clauses  of  the  Agricultural  Acts 
of  1933  and  1935,  respectively,  and 
have  suggested  for  an  act  certain 
other  and  further  provisions  respect¬ 
ing  the  refunds,  not  only  of  pro¬ 
cessing  taxes  paid  by  primary  and 
secondary  processors  or  manufac¬ 
turers,  hut  also  as  to  floor  stock 
taxes  as  of  the  first  moment  of 
January  6,  1936. 

Section  602  provides  with  respect 
to  refunds  of  floor  stock  taxes  as 
of  January  6,  1936  that  there  shall 
lx*  paid  to  any  person  (including, 
of  course,  retailers)  the  tax  content 
of  taxable  commodities  remaining 
unsold  on  their  shelves  on  January 
6,  1936  and  that  the  amount  to  be 
])aid  to  the  claimant  shall  be  equal 
to  the  processing  tax  which  would 
have  been  payable  with  respect  to 
the  commodity  from  which  the  arti¬ 
cle  was  processed,  if  the  article  had 
Ixen  processed  the  day  previous, 
January  5,  1936.  (The  reason  for 
this  provision  is  that  the  date  of 
the  decision  of  the  Supreme  Court 
in  the  Hoosac  Mills  case  declaring 
the  Act  unconstitutional  was  Janu¬ 
ary  6,  1936.) 

The  Bill  provides,  however,  that 
the  amount  of  this  refund  to  be  paid 


by  the  Treasury  to  the  claimant 
shall  be  "not  in  excess  of  ( 1 )  the 
amount  of  the  burden  of  the  tax 
with  respect  to  the  article  which  was 
shifted  to  the  claimant  in  the  price 
he  paid  for  the  article  (to  the  ex¬ 
tent  that  the  claimant  has  not  re¬ 
ceived  and  is  not  entitled  to  reeeivc 
reimbursement  for  such  burden 
from  the  processor  or  other  vendor) 
and  not  in  excess  of  (2)  the  amount 
of  that  part  of  the  burden  of  the 
tax  ai)plicable  to  the  articles  held  on 
January  6,  1936  which  the  claimant 
has  not  passed  on  to  his  vendees 
and  has  not  included  in  the  sales 
price  of  such  article.” 

If  this  language — "is  not  entitled 
to  receive  reimbursement” — is  re¬ 
tained  in  the  Bill  by  the  conferees 
and  enacted  into  law  it  will  make 
very  difficult  the  obtaining  of  re¬ 
funds  within  a  reasonable  time  for 
the  reason  that  the  retailer’s  vendor 
may  not  determine  for  some  time 
that  he,  the  retailer’s  vendor,  will 
or  will  not  refund  amounts  to  the 
retailer  which  he  has  passed  on  to 
the  retailer. 

Under  this  language  it  will  also 
lx*  necessary  to  establish  to  the  sat¬ 
isfaction  of  the  Commissioner  that 
the  retailer  has  not  passed  on  to  his 
customers  the  tax  content  in  the 
commodities  sold  by  the  retailer  to 
his  customers. 

Mr.  Justice  Rolx'rts  in  the  deci¬ 
sion  in  the  Rickert  Rice  Mills  case 
said  in  effect  that  the  condition  pre¬ 
cedent  to  refund  or  recovery  of  the 
tax  paid  set  up  in  Section  21  of  the 
1935  Agricultural  Adjustment  Act 
was  a  condition  precedent  impossi¬ 
ble  of  performance. 

What  the  courts  may  ultimately 
determine  with  respect  to  this  re¬ 
quirement  is.  of  course,  uncertain. 

But  in  view  of  the  decision  of  the 
Supreme  Court  in  the  Rickert  Rice 
Mills  case  there  is  dependable  opin¬ 
ion  to  the  effect  that  claims  for  floor 
stock  taxes  paid  in  1933  should  be 
filed  separately  and  apart  from  the 
claim  for  the  tax  content  of  taxable 
commodities  remaining  on  retailers’ 
shelves  as  of  January  6.  1936. 

The  following  language  was  also 


inserted  in  the  Revenue  Bill  by  the 
Senate  Finance  Committee : 

“111  lieu  of  a  ilctailed  schedule  of 
articles,  inirchases,  sale  prices,  and 
sales  under  clauses  (1)  aiul  (2)  of 
this  subsection*,  the  clainvant  may 
(subject  to  the  approval  of  the  Com¬ 
missioner  and  such  investigations  as 
he  may  cause  to  be  made)  subniit,  as 
a  part  of  his  claim,  an  affidavit  set¬ 
ting  forth  the  total  amount  of  tax 
burden  jiassed  on  to  him  on  the  arti¬ 
cles  with  respect  to  which  claim  is 
made;  the  total  amount  of  such  bur¬ 
den  for  which  he  has  received  or  is 
entit’ed  to  receive  reimbursement 
from  the  processor  or  other  vendor; 
the  total  amount  of  such  burden  that 
he  has  passed  on  to  his  vendees  or 
has  included  in  the  sale  prices  of  su.h 
articles;  and  the  total  amount  of  such 
burden  that  he  has  borne  himself." 

The  following  definition  is  also 
included  in  the  Bill  by  the  Setiate 
Finance  Committee : 

"The  term  ‘sale  price'  includes  the 
price  at  which  the  claimant  actually 
sold  the  article  or  articles  prior  to 
the  date  of  the  filing  of  his  claim 
or,  if  the  article  or  articles  have  not 
been  sold,  the  price  at  which  he  is 
offering  the  same  for  sale  on  the 
date  of  the  filing  of  his  claim." 

It  is  further  provided  that  no 
claim  shall  lx  paid  unless  the  claim¬ 
ant  files  a  claim  therefor  prior  to 
January  1,  1937,  “in  conformity 
with  regulations  prescribed  by  the 
Commissioner  with  the  approval  of 
the  Secretary,  nor  unless  he  estab¬ 
lishes  to  the  satisfaction  of  the  Com¬ 
missioner  the  facts  on  which  such 
claim  is  based.” 

Claims  in  any  amoutit,  even  under 
$10.00,  will  be  received  by  the  Com¬ 
missioner  and.  under  the  conditions 
set  forth,  may  be  paid. 

Of  course,  if  refund  is  paid  under 
the  conditions  set  forth,  such  refund 
will  not  lx  subject  to  the  so-called 
windfall  or  unjust  enrichment  pro¬ 
visions  of  the  Bill  Ixcause  if  such 
refund  is  paid  the  Commissioner 
will  have  found  to  his  satisfaction 
that  the  tax  was  not  passed  on. 

The  Bureau  of  Internal  Revenue 
has  in  preparation  processing  tax 
refund  claim  forms,  but  obviou.sly 
(Continued  on  page  38) 

*That  is  the  subsection  I  have  quotetl  with 
resiHfCt  to  refunds. 
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Time  "Was— 


When 

When 

When 

When 

When 


retailers  thought  in  terms  of  the  total  store  figures  instead 
of  departmentally 

merchandisers  didn't  need  to  and  couldn't  compare  their 
departmental  operations  with  those  of  other  stores 

markdowns  didn't  even  have  a  name 

“sales  per  square  foot"  was  more  like  the  fourth  dimension 
instead  of  a  production  yardstick 

data  on  operating  expenses  by  departments  were  in  the 
realm  of  “Things  to  Come" 


But  Now  ALERT  STORE  EXECUTIVES  plan  with  the  aid 

of  the  Contiolleis’  Congress  figures 


The  “1935  Departmental  Merchandising 
and  Operating  Results” 

IS  NOW  AVAILABLE 


It  contains  detailed  tables  of  25  merchandising  and  operating  guides  for  each  of  80 
departments.  Results  of  Typical  departmental  operations  are  shown,  as  well  as  Goal  data  indi- 

eating  better  than  average 

performance  on  each  of  the  following 

Merchandising  Statistics 

Cumulative  Markon 

Gross  Margin 

Sales  Per  Square  Foot  of  Selling  Space 

Markdowns 

Number  of  Stock  Turns 

Age  of  Stocks: 

Stock  Shortage 

Sales  %  to  Last  Year 

Under  6  Mos. 

Workroom  Net  Cost 

Sales  %  to  Total  Store 

6-12  Mos. 

Cash  Discounts 

Returns  %  to  Gross  Sales 

12-18  Mos. 

Operating  Expenses 

Administrative 

Total  Publicitv 

Delivery  Expense 

Fixed  Plant  &  Equipment  Costs  Buying 

Total  Selling 

Total  Occupancy 

Selling  Salaries 

Total  Operating  Expense 

Newspaper  Space  Costs  General  Selling  Expense 

Monthly  Distribution  of  Annual  Departmental  Sales  by  Geographical  Districts 

PRICE — to  Members  of  N.  R.  D.  G.  A. 

and  Associate  Groups  S2.00  per  copy 

to  Non-Members  S5.00  per  copy 

Quantity  Discount — 6  or  more  copies  25% 


CONTROLLERS’  CONGRESS 
101  West  31st  Street 
New  York  City 

Please  send  copy(ies)  of  the  1935  Departmental  Merchandising  and  Operating  Results  to 

Individual  . 

Company  . 

(Non-members  please 

remit  with  order)  Address  . 

I 
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Bonus 


Regulations  Covering  Bonus  Payments 


The  Secretary  of  the  Treasury 
issued  on  June  6th  the  follow¬ 
ing  set  of  regulations  governing 
the  payment  of  veterans’  bonuses : 

The  following  regulations  are 
prescribed,  effective  on  June  15, 
1936,  to  govern  bonds  of  the  United 
States,  designated  “Adjusted  Ser¬ 
vice  Bonds  of  1945”,  issued  to  vet¬ 
erans  in  payment  of  amounts  due 
on  Adjusted  Service  Certificates. 
The  bonds  are  issued  under  the  au¬ 
thority  and  subject  to  the  provisions 
of  the  Second  Liberty  Bond  Act,  as 
amended,  and  the  Adjusted  Com- 
]>ensation  Payment  Act,  1936. 

Payment  to  a  Registered  Owner 

1.  In  order  for  a  registered  owner  to 
obtain  payment  of  a  bond,  the  bond  must 
be  presented  at  any  United  States  post 
office,  or  transmitted  to  the  Treasurer  of 
the  United  States,  Washington,  U.  C., 
in  either  case  with  the  reouest  for  pay¬ 
ment  on  the  back  of  the  bond  properly 
executed.  All  signatures  must  be  made 
in  ink  or  indelible  pencil. 

2.  Postmasters  at  a  number  of  post 
offices  (hereinafter  referred  to  as  paying 
offices)  throughout  the  country  have  been 
authorized  to  receive  bonds  presented  for 
payment  and  to  issue  checks  in  payment 
therefor.  All  other  postmasters  are  au¬ 
thorized  to  receive  bonds  presented  for 
payment,  and  forward  them,  at  the  risk 
and  expense  of  the  United  States,  to  a 
paying  office.  The  Treasurer  of  the 
b’nited  States  is  authorized  to  issue 
checks  in  payment  of  bonds  transmitted 
to  him. 

3.  If  a  bond  is  to  be  presented  at  a 
paying  office,  or  at  any  other  post  office 
for  transmittal  to  a  paying  office,  the  re¬ 
quest  for  payment  must  be  signed  by  the 
registered  oie^ier  in  the  presence  of  and 
must  be  certified  'oy  the  postmaster  or 
other  authorised  post  office  official  at  such 
office,  zcho  Zidll  receive  the  bond  and 
issue  a  receipt  therefor. 

4.  If  a  bond  is  to  be  transmitted  to  the 
Treasurer  of  the  United  States  for  pay¬ 
ment,  the  request  for  payment  must  be 
signed  by  the  registered  owner  in  the 
presence  of  and  must  be  certified  by  one 
of  the  officers  authorized  in  paragraph 
11,  and  thereafter  the  liond  must  be 
transmitted  to  the  Treasurer  of  the 
United  States,  Washington,  D.  C.  In  a 
foreign  country,  request  for  payment 
should  be  executed  as  provided  in  para¬ 
graph  11  (e)  and  the  bond  forwarded 
to  the  Treasurer  of  the  United  States. 

5.  Special  arrangements  for  execution 
of  request  for  payment  will  be  provided 
for  registered  owners  who  may  be  in¬ 
mates  of  any  institution,  information 
concerning  which  may  be  obtained  from 
the  Treasury  Department  by  the  head  of 
the  institution. 

6.  Payment  in  all  cases  will  be  made 
by  check  drawn  to  the  order  of  the  reg¬ 
istered  owner,  and  mailed  to  him  at  the 
address  stated  in  his  request  for  payment. 


Payment  in  Case  of  Death  or  Incompe¬ 
tence  of  Registered  Owner 
(Of  minor  importance  except 
to  attonieys) 

Officers  Authorized  to  Certify  Requests 
for  Payment 

11.  The  following  officers  are  author¬ 
ized  to  witness  requests  for  pavment  and 
certify  thereto: 

(a)  Any  United  States  postmaster,  act¬ 
ing  postmaster,  inspector  in  charge  of  a 
post  office,  or  other  post-office  employee 
designated  by  the  postmaster  under  au¬ 
thority  of  the  Postmaster  General,  under 
a  legible  imprint  of  a  dating  stamp  of 
his  post  office; 

(b)  The  officer  in  charge  of  any  home, 
hospital,  or  other  facility  of  the  \'eter- 
ans’  .Administration,  but  only  as  to 
patients  and  meml)ers  actually  domiciled 
at  the  station  over  which  the  certifying 
ttfficcr  exercises  jurisdiction; 

(c)  .Any  executive  officer  of  a  bank  or 
tru.st  company  (or  branch  thereof)  in- 
corjKinited  in  the  United  States,  its  or¬ 
ganized  Territories  or  insular  possessions, 
under  the  corporate  seal  of  the  bank  or 
trust  company; 

(d)  Judges  and  clerks  of  United  States 
courts,  under  the  seal  of  the  court ; 
United  States  Collectors  of  Customs  an<i 
Internal  Revenue;  commanding  officers 
of  the  .Armv,  Xavy,  Marine  Corps,  and 
Coast  (^uard  of  the  United  States  for 
memliers  of  their  respective  establish¬ 
ments;  officials  of  the  Treasury  Depart¬ 
ment.  who  may  be  designated  from  time 
to  time  by  the  Secretary  of  the  Treas¬ 
ury  ; 

(e)  In  a  foreign  country:  United 
States  diplomatic  and  consular  represent- 
ajiyes  and  attaches,  under  their  respec¬ 
tive  seals;  managers  and  executive  offi¬ 
cers  of  foreign  branches  of  banks  or 
trust  companies  incorporated  in  the 
Ignited  States. 

12.  No  person  authorized  to  certify  re¬ 
quests  for  payment  mav  certify  a  request 
sisnied  bv  himself,  either  in  his  own 
right  or  in  any  representative  capacity. 

13.  Certifying  officers  will  be  held  re¬ 
sponsible  for  positive  identification  of  the 
person  requesting  payment  as  the  person 
whose  name  appears  on  the  face  of  the 
bond,  or  the  person  entitled  to  request 


these  forms  cannot  receive  final  ap¬ 
proval  by  the  Secretary  of  the 
Treasury  nor  be  printed  until  the 
Treasury  is  informed  what  the  final 
provisions  of  the  Bill  will  contain 
with  respect  to  refunds  when  the 
Bill  is  enacted  into  law'. 

Just  as  soon  as  the  regulations 
are  promulgated  and  the  forms 
issued  our  members  will  be  immedi¬ 
ately  advised,  but  until  that  time, 
of  course,  nothing  can  be  stated  with 


payment  under  these  regulations,  and,  if 
necessary,  should  require  witnesses  to 
identify  that  person.  Provision  for  signa¬ 
tures  and  addresses  of  witnesses,  and  for 
fingerprints  in  exceptional  cases,  is  made 
on  the  back  of  the  bond. 

General  Provisions 

14.  No  request  for  payment  signed  by 
an  agent  or  person  acting  under  a  power 
of  attorney,  in  Ix-half  of  the  registered 
owner  or  the  representative  of  his  estate, 
will  be  recognized  by  the  Treasury  De¬ 
partment.  In  no  case  will  anv  payment 
be  made  other  than  to  the  registered 
owner  or  the  representative  of  his  estate. 

15.  In  cases  where  documents  are  re¬ 
quired  to  support  a  request  for  payment 
and  two  or  more  bonds  are  presented  at 
the  same  time,  only  one  set  of  ilocuments 
will  Ik*  required. 

Transmission  of  Bonds 

16.  .Any  transmission  of  a  bond  to  the 
Treasury  Department  will  be  at  the  risk 
and  expense  of  the  owner.  The  use  of 
registered  mail  is  suggested. 

Lost,  Stolen,  or  Destroyed  Bonds 

17.  In  case  of  loss,  theft,  or  destruc¬ 
tion  of  a  bond,  the  Treasure  Depart¬ 
ment,  Division  of  Loans  and  Currency, 
Washington,  D.  C.,  should  be  notified 
immediately  of  the  serial  number  of  the 
bond  and  the  name  and  address  of  the 
registered  owner.  Upon  receipt  of  such 
notice  full  information  as  to  reciuire- 
ments  for  issuance  of  a  duplicate  wiil 
be  provided.  .Application  for  relief  in 
such  cases  will  be  governed  in  general 
by  the  regulations  found  in  Department 
Circular  300,  as  amended.  The  Treasury 
Department  should  likewise  be  notified' 
of  the  recovery  of  any  bond  reported 
lost,  stolen,  or  destroyed. 

Taxation 

18.  In  accordance  with  applicable  law. 
the  bonds  are  exempt,  both  as  to  principal 
and  interest,  from  all  taxation,  except 
estate,  inheritance,  or  gift  taxes,  now  or 
hereafter  impo.sed  by  the  United  States, 
any  State,  or  any  of  the  possessions  of 
the  United  States,  or  by  anv  local  taxing 
authority. 

Amendments 

19.  The  Secretary  of  the  Treasury  re 
serves  the  right  at  any  time,  or  from  time 
to  time,  to  revoke,  or  amend  these  regu¬ 
lations,  or  to  prescribe  and  issue  supple¬ 
mental  or  amendatory  rules  and  regula¬ 
tions  governing  .Adjusted  Service  Bonds. 


that  degree  of  correctness  and  defi¬ 
niteness  with  which  we  like  to  ad¬ 
vise  our  memlyers. 

It  is  regrettable  that,  in  view  of 
Treasury  opposition,  business  men, 
retailers  and  others  alike,  were  un¬ 
able  to  convince  Congress  of  the 
wi.sdoni  of  including  in  the  Revenue 
Act  the  provision  permitting  the 
Secretary  of  the  Treasury  to  refund 
the  exact  amount  of  floor  stock 
taxes  paid  in  1933. 


Processing  Tax  Refunds 

{Continued  from  page  36) 
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Pate nts 


Guarding  Against  Patent  Violations 

BY  IRVING  C.  FOX 
Counsel,  N.  R.  D.  G.  A. 


The  problem  of  the  retail  store 
to  protect  itself  against  uninten¬ 
tional  violation  of  patents  is  a 
constant  one,  as  is  especially  empha¬ 
sized  at  this  time  by  the  number  of 
letters  from  members  to  the  Wash¬ 
ington  office  of  the  Association, 
concerning  this  question.  Not  only 
is  the  actual  violation  of  patents  in¬ 
volved  in  the  problem,  but  likewise 
unwarranted  claims  of  violations, 
which  nevertheless  must  be  defend¬ 
ed,  involvitig  considerable  expense 
and  annoyance. 

Contesting  a  patent  claim  usually 
means  exjjensive  litigation,  and  be¬ 
cause  of  the  proportions  of  this 
problem,  it  seems  that  emphasis 
should  lx;  placed  upon  the  import¬ 
ance  of  impressing  on  stores  that  if 
they  are  not  already  doing  so,  they 
should  insist  upon  receiving  from 
their  vendors  complete  protection 
against  action  for  infringement  as 
well  as  any  resulting  damages.  It  is 
suggested  that  wherever  possible, 
stores  should  demand  from  their 
vendors  a  guarantee  that  the  vendor 
will,  at  the  vendor’s  own  expense, 
defend  any  action  which  is  brought 
against  the  retailer  for  infringement 
of  any  ])atents  or  alleged  patents  and 
further  that  the  vendors  will  agree 
to  pay  any  damages  assessed  against 
the  retailer  for  infringement  of  pat¬ 
ents  on  the  merchandise  sold  to  the 
retailer  by  the  vendor. 

This  precaution  seems  necessary 
because  of  the  helplessness  of  the 
retailer  to  assure  himself  that  in 
purchasing  merchandise  (consisting 
of  thousands  of  items )  he  is  not  vio¬ 
lating  somelxjdy’s  patent  rights. 


that  applications  for  further  patents 
are  pending. 

These  patents  are  very  narrow 
and  give  protection  solely  to  certain 
details  of  the  ordinary  beach  chair, 
hut  they  undoubtedly  have  a  great 
nuisance  value  because  of  the  tre¬ 
mendous  number  of  beach  chairs 
which  are  sold  during  the  season  by 
the  average  department  store;  and 
further,  because  of  the  fact  that  it  is 
always  a  favorite  method  of  an  in¬ 
ventor  to  go  after  the  retailer  instead 
of  the  infringing  manufacturer,  par¬ 
ticularly  when  an  article  is  of  such  a 
nature  that  it  does  not  require  very 
much  equipment  or  machinery  to 
manufacture. 

Briefly  the  claims  of  the  particu¬ 
lar  patents  involved  are  as  follows : 

(1)  Patent  No.  1.985.823.— This 
is  an  adjustable  beach  chair  which 
may  be  quickly  shifted  from  one 
position  to  another  by  means  of  but¬ 
tons  instead  of  the  usual  form  of 
wingnut  or  similar  device,  and  so 
pivoted  to  a  link  that  the  hack  por¬ 
tion  may  go  all  the  way  down  so  that 
the  end  will  rest  on  the  Ix-ach  and 
the  individual  using  the  chair  may 
sit  on  the  beach  and  use  the  back  of 
the  chair  as  a  back-rest. 

(2)  Patent  No.  1.980,615.— This 
is  an  adjustable  l)each  chair,  and  the 
claim  for  this  invention  is  that  it 
provides  a  folding  chair  which  may 
Ik;  folded  into  such  compact  fold  as 
to  be  of  a  thickness  no  greater  than 
the  combined  width  of  the  struts 
constituting  its  supports,  and  fur¬ 


ther,  that  the  construction  permits  it 
to  be  folded  in  a  reduced  length  as 
compared  to  other  folding  chairs. 
The  seat  and  back  are  of  one  piece 
separated  by  a  tie-bar,  cross-bar 
and  a  lock-bar.  This  claim  is  a 
matter  principally  of  the  comparative 
lengths  of  the  various  parts  and  the 
method  of  pivoting  so  as  to  secure 
compactness.  It  is  verv  narrow. 

(3)  Patent  No.  2,020.207.— This 
patent  was  issued  to  Orval  R.  Plat¬ 
ter  and  assigned  by  him  to  the  North 
Vernon  Industries,  Inc.  This  inven¬ 
tion  is  on  a  self-adjusting  beach 
chair,  is  adjustable  automatically  to 
the  reclining  movements  of  the  body, 
and  has  an  ordinary  “loop”  of  metal 
which  limits  the  tipping  of  the  back. 
This  is  a  trifle  broader  patent  than 
the  others,  and  the  methods  of  ap¬ 
plying  the  seat  and  back  are  cov¬ 
ered  by  the  claims. 

(4)  Patent  No.  1,947,410.— This 
patent  has  only  two  allowed  claims 
and  its  object  is  to  provide  a  con¬ 
tinuous  back  and  seat  which  is  ad¬ 
justable  at  the  point  of  juncture  of 
the  back  and  seat.  Protection 
claimed  in  the  invention  is  with  re¬ 
spect  to  the  “bite”  provided  by  two 
cross  pieces  at  the  juncture  and  a 
rod  thicker  than  the  space  between 
the  two  cross  pieces  around  which 
the  fabric  is  placed  so  that  by  re¬ 
lieving  the  tension  on  this  rod  the 
fullness  of  the  back  of  the  seat  may 
be  adjusted. 

These  patents  in  themselves  are, 
of  course,  of  no  great  importance  ex¬ 
cepting  as  they  may  possibly  make 
the  construction  either  more  desir¬ 
able  or  more  economical,  and  if  they 
do  accomplish  this  purpose  then 
there  will  be  no  question  but  what 
many  manufacturers  not  licensed  to 
use  these  patents  will  infringe  upon 
them. 


Correct  Use  of  Unit  Control 

(Continued  from  page  25) 


It  is  not  always  possible,  because 
of  tile  necessary  procedure,  as  well 
as  the  time  element,  to  check  every 
merchandise  item  purchased.  The 
retailer  must  take  the  manufactur¬ 
er’s  word  for  it  and  so  it  appears  as 
good  business  procedure  to  insist 
upon  the  necessary  protection  where 
the  manufacturer  has  not  given  defi¬ 
nite  evidence  that  his  article  is  not 
an  infringement. 

Cases  in  point  involve  the  selling 
of  beach  chairs  by  a  retail  store  in 
New  York  State.  When  this  matter 
was  referred  to  the  Washington 
Office,  upon  investigation  we  found 
that  there  were  four  patents  on  fold¬ 
ing  beach  chairs  granted  in  1934; 


Using  Unit  Control 

No  matter  how  elaborate  a  con¬ 
trol  is  being  used,  it  has  no  worth 
unless  it  is  giving  information  which 
is  of  definite  value  to  the  particular 
department.  And  no  matter  how 
valuable  the  information  which  unit 
control  is  supplying,  it  is  wasted 
time  and  money  unless  that  infor¬ 
mation  is  being  used — and  used 
properly. 

It  is  claimed  that  Unit  Control 
can  aid  the  merchandise  division  in 
a  more  profitable  operation.  That  is 


true.  It  does  not  mean,  however, 
that  Unit  Control  is  a  panacea  for 
all  merchandise  ills.  It  is  not  a  cure- 
all.  It  is  not  an  end  in  itself — mere¬ 
ly  a  means — to  a  goal  that  is  too 
often  overlooked  in  the  clamor  of 
buying  and  selling  merchandise. 

If  you  can  offer  the  customers 
what  they  want,  when  they  want  it ; 
if  your  assortments  are  complete 
but  not  heavy;  if,  in  other  words, 
you  have  balanced  stocks  of  wanted 
items — ^you  will  sell  merchandise  at 
a  profit.  And  that,  after  all,  should 
be  the  goal. 
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Accent  on  Merchandise 

{Continued  jroni  page  13) 


difference.  The  search  is  ea.sy — a 
gfreat  deal  of  the  difference  is  trace¬ 
able  to  the  higher  occupancy  and  the 
total  .selling  costs  of  the  Silverware 
department.  Now.  we  also  find  that 
the  Toilet  G<kk1s  department  se¬ 
cured  a  stock  turn  of  3.4  compared 
to  2.3  for  Silverware.  Moreover, 
des])ite  the  average  sale  in  the  Toilet 
Goods  department  being  much 
smaller  than  in  the  Silverware,  the 
former  produced  $75  in  annual  sales 
per  square  f(K)t  of  selling  space  com- 
l>ared  to  $54  for  the  latter. 

Here  are  some  comparisons  which 
we  believe  spell  significance  in  great 
big  capital  letters.  .See  how  they 
s]x»tlight  the  effect  of  turnover  and 
sales  productivity  per  square  foot 
upon  exj)en.se.  Toilet  Goods,  with 
stock  inve.stment  compact  and  with 
girls  frequently  serving  two  custom¬ 
ers  at  once:  Toilet  Goods  with  a 
comparatively  low  average  sale,  but 
with  a  more  favorable  stock  turn 
rate,  develops  alx)ut  40%  more  per 
s(|uare  foot  in  sales  than  does  Silver¬ 
ware.  The  expense  ratio  of  Toilet 
Goods  is  31.3'}f — that  of  Silverware 
37.8%. 

If  we  could  take  a  number  of  our 
weaker  dei>artments.  .speed  up  their 
turnover  rate,  and  increase  their 
sales  yield  per  square  foot,  wouldn't 
the  exjjense  problem  lx?  an  easier 
one  ? 

.\nd  how  might  turnover  be  in¬ 
creased?  How  can  sales  productiv¬ 
ity  on  the  area  basis  lx?  expanded? 
The  answer  is — through  better  mer¬ 
chandising:  through  having  more  of 
what  our  cu.stomers  want  at  prices 
they  want  to  j)ay.  That  may  mean 
Ix'tter  merchandise  values,  it  may 
mean  higher  merchandise  costs.  But 
there’s  no  doubt  that  it  does  mean 
that  the  store’s  big  job  is  to  have 
the  right  merchandise ;  to  place  the 
emphasis  of  storekeeping  on  the 
thing  that  brought  .storekeeping  into 
l)eing.  It  means  accent  on  merchan¬ 
dise! 

If  this  report  is  to  mean  some¬ 
thing  to  you ;  if  our  figures  are  to 
lx?  used  for  comparing  results  and 
to  assist  in  planning,  please  accept 
them,  knowing  that  the  study  of  the 
data  led  those  who  have  had  a  hand 
in  its  compilation  to  this  conviction ; 
that  without  a  good  merchandising 
job  the  whole  year’s  efforts  will  be 
wasted.  Concentrate  on  the  mer¬ 


chandising  activity,  or  as  we  have 
jnit  it.  place  the  accent  on  merchan¬ 
dise. 

This  does  not  mean  that  we’re 
preaching  heresy  to  controllers  nor 
that  we’ve  changed  our  ideas  as  to 
the  responsibilities  that  are  part  of 
the  control  job.  .Ml  through  these 
comments  there  will  lx?  revealed 
weaknesses  in  the  average  store  per¬ 
formance  that  present  challenge 
after  challenge,  opportunity  after  op- 
IxMtunity,  to  the  contn)ller.  as  well 
as  to  every  other  e.xecutive  of  the 
store.  We  shall  return  to  this  theme 
later,  hut  do  not  he  surijrised  to 
note  all  through  our  comments  evi¬ 
dence  that  we’ve  placed  the  accent 
on  merchandise.  Ours  is  the  convic¬ 
tion  that,  if  a  store  is  performing 
the  merchandise  job  well,  the  ex¬ 
pense  problem  is  not  only  lessened 
hut  jMohahly  Ix'comes  little  more 
than  routine. 

.4eeessories  Divi.sion 

Proceeding  now  to  discuss  the 
.\ccessories  Division.  including 
among  other  departments  Gloves, 
Hosiery,  Small  Leather  Goods.  Mil¬ 
linery.  Corsets,  and  Underwear,  we 
find  that  every  dejiartment  in  this 
group  returned  a  ])rofit  as  a  result 
of  the  year’s  work.  \\  bile  this  state¬ 
ment  refers  to  the  average  store, 
our  report  shows  that  the  specialty 
store  did  not  fare  so  well,  losses  hav¬ 
ing  been  incurred  in  Handkerchiefs. 
Millinery.  Infants’  Wear,  Small 
Leather  Goods.  Women’s  Shoes  and 
Children’s  .Shoes. 

In  the  Accessories  Division  we 
also  have  the  Hosiery  department 
which  produced  $101  in  annual  sales 
per  square  foot  of  selling  space  and 
obtained  a  turnover  of  5.4  times. 
Next  to  Furs  the  Hosiery  depart¬ 
ment  had  the  lowest  operating  cost, 
28.7%.  that  of  Furs  being  27.8%. 
It  will  hardly  be  denied  that  as  a 
general  rule  the  larger  the  average 
sale  the  smaller  in  percentage  the 
co.st  of  handling  the  transaction. 
Note,  then,  that  the  average  Hosiery 
sales  ticket  is  probably  not  much 
over  $1.00,  and  the  average  sale 
of  Furs  runs  over  $100.00.  If  we 
.seek  an  explanation  of  why  the  simi¬ 
larity  in  operating  costs,  we  cannot 
overlook  these  facts :  annual  sales 
per  square  foot — Hosiery  $101 ; 
Furs  $65;  turnover — Furs  4.0  (not 
exceptional  for  a  department  with 


such  seasonal  characteristics).  Hosi¬ 
ery  5.4 ;  returns  to  gross  sales — 
Hosiery  2.1%,  Furs  17.3%.  Be¬ 
cause  of  the  favorable  turnover  rate 
and  the  high  productivity  jx^r  sfjuare 
foot.  Hosiery  occupancy  exix'nse 
was  almost  as  low  as  that  of  the 
Fur  department,  4.6%.  compared 
with  4.3%. 

Millinery  Department 

Let  us  take  the  Millinery  depart¬ 
ment  next.  Here  we  find  a  high 
cumulative  markon,  over  47%,  and 
co.stly  markdowns.  11.5%,  hut  Ite- 
cause  of  favorable  cash  discounts 
the  department  developed  a  gross 
margin  of  43.5%  of  sales.  Despite 
a  fast  turnover.  1 1  times  in  the  year, 
the  department  is  usually  spread 
over  so  much  space  that  occu])aticy 
exix'use  is  high,  as  is  also  total  sell¬ 
ing  cost.  The  low  annual  .sales  per 
square  foot.  $21.  compared  to  $29 
for  the  store  as  a  whole,  points  to 
a  problem  which  must  lx*  solved  if 
the  average  store  is  to  obtain  a  let¬ 
ter  ])rofit  in  this  department  than 
was  earned  last  year.  2.5%. 

Cor.sets  and  Brassieres  again 
made  a  splendid  showing,  riiis  de¬ 
partment  has  lieen  profitable  for  sev¬ 
eral  successive  years  but  yielded  first 
place  this  year  to  Furs  from  the 
ix)int  of  view  of  percentage  of  profits 
to  sales  earned.  As  it  was.  the  dif¬ 
ference  in  profit  ratios  was  slight. 
Cor.sets  scoring  9.6%  of  .sales  and 
Furs  10.1%.  Cor.sets  showed  a  high 
sales  yield  per  square  f(X)t  of  .selling 
space.  $89.  which  favorably  influ¬ 
enced  the  operating  costs,  e.six'cially 
occupancy.  The  gross  margin  de¬ 
veloped  by  Corsets  was  the  result 
of  a  comparatively  high  cumulative 
initial  markon,  a  low  markdown 
ratio,  and  a  good  cash  discount 
ratio. 

Apparel  Division 

In  the  Apparel  Division  results 
were  not  so  satisfactory  as  those 
reported  for  the  departments  previ¬ 
ously  discussed.  Coats  and  Suits 
were  generally  profitable :  Dresses 
were  not.  The  figures  show  that  this 
was  true  not  only  for  the  typical 
store  of  all  reporting  but  also  that 
this  experience  was  almost  exactly 
paralleled  by  the  typical  store  in 
each  of  the  five  department  store 
groups  and  in  the  specialty  store 
group. 

Despite  the  fact  that  Coats  and 
Suits  must  be  sold  more  intensively 
over  a  shorter  period  of  time  in  the 
Spring  and  Fall,  markdowns  are 
less  than  in  the  case  of  Dresses.  We 
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refer  to  the  tables  on  Monthly  Sales 
Distribution  in  the  report  and  find 
that 

ume  is  obtained  in  four  months, 
whereas  it  requires  something  over 
five  mouths  to  produce  the  same 
percentage  of  volume  in  the 
Women’s  Dress  department. 

Markdowns  for  Coats  and  Suits 
were  alnnit  12%.  For  the  Dress  de¬ 
partments  they  would  average  al)out 
14%,  ranging  from  12.0%  for  the 
Popular  Price  Dress  departments  to 
16.6%  for  the  Women’s  depart¬ 
ments. 

It  is  difficult  to  explain  why  the 
Coat  and  Suit  department  w'as  gen¬ 
erally  profitable  and  Dresses  not. 
The  results  in  1935  followed  in  gen¬ 
eral  the  tendencies  exhibited  in 
1934.  i.  e..  that  the  Dress  depart¬ 
ments  make  a  i^oorer  showing  than 
the  Coats  and  Suits.  \  merchandise 
man  might  say  that  department  and 
larger  six-cialty  stores  must  face 
more  severe  comix-tition  on  Dresses 
than  on  Coats  and  Suits  from  the 
small  individually  owned  dress 
shops  and  from  the  chain  apparel 
stores,  comparatively  few  of  which 
attempt  to  do  as  real  a  job  in  Coats 
as  they  do  in  Dresses.  That  may  be 
tnie — ]K‘rha]is  too  true.  Then,  does 
it  not  have  some  particular  signi¬ 
ficance?  Does  it  not  indicate  the  im- 
p<jrtance  attaching  to  “accent  on 
merchandise’’  ? 

De])artment  stores  and  large  spe¬ 
cialty  .stores  must  face  active  com¬ 
petition.  with  respect  to  Dresses, 
from  types  of  retail  distributors  who 
understand  something  that  depart¬ 
ment  stores  once  understood  but 
which  now  either  they  have  forgot¬ 
ten  or  choose  to  misunderstand,  that 
is.  a  customer  thinks  of  a  store  first 
in  terms  of  its  merchandise — which 
is  a  restatement  of  the  principle, 
"accent  on  merchandise”. 

.■\nother  phase  of  merchandising 
protrudes  like  a  sore  thumb  when 
we  view  the  data  on  the  operations 
of  the  apparel  departments.  This  is 
the  element  of  returns  in  ratio  to 
gross  sales.  Why  does  the  average 
store  have  a  figure  of  22.2%  for 
returns  in  Blouses  and  Skirts?  Whv 
16%  in  Popular  Price  Dresses  ? 
Must  such  figures  be  accepted  as 
typical  year  in  and  year  out?  Such 
high  returns  cannot  be  without  their 
effect  on  markdowns  and  on  operat¬ 
ing  expenses.  In  the  one  case  they 
must  depress  gross  margin,  in  the 
other  they  add  to  costs  and  dissip¬ 
ate  profits.  If  the  customers  are  not 
entirely  at  fault,  isn’t  the  remedy, 
partially  at  least,  through  “accent 
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on  merchandise”  ? 

'The  goal  performances  on  ready- 
to-wear  disclose  more  enviable  fig¬ 
ures,  averaging  about  12%  returns 
for  the  group  of  apparel  depart¬ 
ments  compared  with  about  17% 
for  the  typical  stores.  Similarly,  on 
markdowns  the  goal  figures  average 
alKuit  7%  as  against  13%  for  aver¬ 
age  performance. 

It  may  lx*  interesting  to  give  the 
actual  apparel  markdowns  of  a  large 
department  store  in  a  city  in  which 
probably  a  branch  of  every  national 
chain  apparel  organization  operates, 
as  well  as  some  of  the  more  hx'alized 
chains.  The  job  is  so  far  superior  to 
the  average  that  it  serves  to  illus¬ 
trate  what  is  possible.  In  this  case 
Women’s  Coats  and  Suits  mark- 
downs  were  3%,  Dresses  5.4%,  and 
Blouses  2.5%.  These  departments 
were  also  noteworthy  for  stock  turns 
— W'omen’s  Coats  21.5;  Women’s 
Dresses  20.6 ;  Blouses  and  Skirts 
20.1;  Juniors’  and  Mi.s.ses’  Coats 
and  Suits  23.8;  Juniors’  and  Misses’ 
Dresses  23.1. 

Such  performances  to  me  have 
one  definite  indication,  which  is  that 
this  .store  places  the  accent  on  mer¬ 
chandise. 

A  few  comments  have  already' 
Ix'en  made  in  regard  to  the  Fur  de¬ 
partment.  This  may  be  added,  how¬ 
ever,  that  Furs  have  been  profitable 
to  the  typical  stores  of  the  six  store 
groups  used  in  our  rei)orts,  for  the 
past  three  years.  Last  year  .sales 
volume  increased  25%  due  partly 
at  least  to  the  impetus  of  install¬ 
ment  .selling  promotions.  There  is 
nothing  in  the  immediate  future  to 
cast  a  doubt  upon  the  profit  pros¬ 
pects  of  the  Fur  department  in  1936. 
In  fact,  the  payment  of  the  veterans’ 
bonus  may  serve  as  another  sales 
stimulant  in  many  stores. 

Men's  and  Boy's  Wear 

In  the  Men’s  Wear  Division  Fur¬ 
nishings  was  the  most  profitable  de¬ 
partment.  The  average  store  secured 
5.2%  as  the  net  earnings  on  sales, 
a  rather  .satisfactory  performance. 
This  was  equivalent  to  9.5%  of  the 
profits  earned  by  all  profitable  de¬ 
partments.  The  Men’s  Furnishings 
departments  incurred  low  operating 
ratios,  the  average  Ixdng  31.5%. 
One  contributing  factor,  no  doubt, 
is  the  relatively  high  sales  yield  per 
square  foot  of  selling  space.  $54. 
Markdowms  in  Men’s  Furnishings 
were  surprisingly  low',  4.6%  for  the 
typical  .store  with  a  goal  perform¬ 
ance  of  2.8%.  We  mustn’t  miss  the 
fact  that  the  Men’s  Furnishings  de¬ 


partment  shows  such  a  fine  record 
with  rcsjx'ct  to  the  share  of  the  total 
store  profit  which  it  produced,  not 
only  Ix'cause  it  was  profitably  oper¬ 
ated  but  also  Ix'cause  it  is,  as  one 
might  .say,  a  combination  of  many 
departments.  In  the  Men’s  depart¬ 
ment  there  are  the  counterparts  of 
major  .sections  of  the  Women’s 
Hosiery.  Underwear,  Blouses, 
Neckwear  and  the  Knitwear  depart¬ 
ments. 

Men’s  Clothing  also  was  profit¬ 
able.  e.xhibiting  a  surprisingly  low- 
operating  ratio,  32.6%.  Merchan¬ 
dising  performance  figures  disclose 
room  for  improvement,  a  gross  mar¬ 
gin  of  only  33.9%  developing  from 
a  markon  of  39.5%,  chiefly  as  a  re¬ 
sult  of  markdowns  of  6.9%  and 
alteration  costs  of  4.2%.  Men’s 
Clothing  sales  showed  an  increa.se  of 
7%  compared  to  5%  for  the  store 
as  a  whole.  Turnover  in  Men’s 
Clothing  is  relatively  low,  2.7.  Even 
the  goal  performance  on  turnover, 
3.8,  is  lower  than  the  typical  or 
average  |x*rformance  of  the  store 
as  a  whole.  3.9. 

Boy’s  Wear  did  not  fare  so  wedl, 
a  loss  of  0.2%  iK'ing  the  common  re¬ 
sult  of  the  year’s  ojx'rations.  Ojjer- 
ating  e.xpenses  of  the  Boy’s  depart¬ 
ment  were  considerably  higher  than 
in  both  the  Men’s  Clothing  or  Men’s 
Furnishings  departments.  One  con¬ 
tributing  cause  was  the  low  sales 
income  per  .square  foot,  $23,  com¬ 
pared  with  $29  for  the  .store  as  a 
whole  and  with  $38  and  $54  for  the 
Men’s  Clothing  and  Men’s  Furnish¬ 
ings  respectively. 

Home  Furnishings 

Taking  up  the  Home  Furnishings 
Division,  it  is  found  that  Domestic 
Floor  Coverings  was  profitable, 
earning  2.8%  of  sales.  Curtains  and 
Draperies  just  about  covered  expen¬ 
ses  with  0.1%  reported  as  the  typi¬ 
cal  operating  profit.  Furniture  in¬ 
curred  a  loss  of  3.8%  which  is  a 
considerable  improvement  over  an 
average  loss  of  about  7%  in  1934. 
The  store  group  with  $1,000,000  to 
$2,000,000  in  sales  gave  a  more  sat¬ 
isfactory  performance  in  the  Home 
Furnishings  Division  than  did  any 
other,  even  showing  a  profit  on  Fur¬ 
niture. 

Appliance  department  results 
were  far  from  satisfactory.  A  gross 
margin  of  only  30.5%  w-as  devel¬ 
oped.  w'hich  was  5%  less  than  oper¬ 
ating  expenses.  None  of  the  groups, 
how'ever,  reported  a  profit  in  the 
Appliance  Division  last  year,  nor.  in 
fact,  in  1933  or  1934.  Each  year 
the  low  gross  margin  in  this  depart- 
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merit  has  been  pointed  out  and 
there  the  matter  evidently  rests,  with 
store  after  store  devoting  plenty  of 
energy  and  capital  to  the  promotion 
of  a  department  which  has  popular 
acceptance  and  yet  fails  to  produce  a 
profit.  Is  the  trouble  expense?  If 
it  is,  the  remedy,  at  least  partially, 
must  come  from  the  merchandise. 

The  Radio  department  also  ex¬ 
hibited  an  operating  loss  of  4.6% 
of  sales.  In  this  department  mark- 
downs  and  workroom  losses,  i.  e., 
service  costs,  absorbed  a  good  part 
of  markon,  so  that  a  gross  margin 
of  only  32.6%  remained.  Despite 
a  fairly  good  turnover  of  4  times, 
operating  costs  were  high,  selling 
expense  being  13.5%. 

The  Home  Furnishings  Group  as 
a  whole  enjoyed  an  increase  in  sales 
of  about  11%  compared  with  5% 
for  the  total  store,  disclosing  a 
growth  of  consumer  interest  in  the 
home — probably  the  result  of  better 
industrial  conditions,  housing  devel¬ 
opments  and  the  impetus  given  to 
the  sale  of  certain  items  through  the 
Federal  Housing  Administration’s 
help  in  financing  consumer  pur¬ 
chases. 

Basement  Results 

The  lower  priced  basement  de¬ 
partments.  as  a  rule,  did  not  share 
the  increase  in  sales  enjoyed  by  the 
main  store  departments.  Basement 
operating  costs  were  32.2%  com¬ 
pared  with  34.4%  for  the  main 

store.  Gross  margin  of  the  base¬ 
ment  as  a  whole  was  32.5%  com¬ 
pared  with  35.8%  for  the  main 

store.  Net  operating  results  of  the 
basement  were  a  profit  of  0.3%  com¬ 
pared  to  1.1%  for  the  main  section 
of  those  establishments  operating 
basements.  Net  profits  of  stores  not 
operating  basements  were  higher 
than  stores  with  basements. 

The  basement  Millinery  depart¬ 
ment  made  a  good  showing,  earn¬ 
ing  8.5%  of  sales  and  recording  a 
turnover  rate  of  18.5  times,  the 
highest  of  any  department  in  the 
store.  Hosiery,  Underwear,  and 
Corsets  combined ;  Coats  and  Suits ; 
and  Men’s  and  Boy’s  Wear  also 
earned  profits  in  the  basement  sec¬ 
tion. 

Perhaps  the  greater  competition 
of  chain  variety  stores,  particularly 
the  large  chains  which  have  extend¬ 
ed  their  price  lines,  was  a  factor 
affecting  the  basement’s  relatively 
poor  showing  during  1935. 

It  is  interesting  to  note  the  order 
in  which  the  departments  stood  in 
respect  to  their  dollar  contribution 


to  the  store’s  net  profit.  The  list 
reads : 

Men’s  Furnishings 

Hosiery 

Furs 

Corsets  and  Brassieres 
Petticoats  and  Slips 
Silk  and  Muslin  Linderwear 
Women’s  Coats  and  Suits 
tiloves 

Juniors’  and  Misses’  Coats  and  Suits 
Women’s  Shoes 
Domestic  Floor  Coverings 
Millinery — Basement 
Knit  Underwear 
Silks  and  V’elvets 
Millinery — Main  Store 
Basement  Hosiery,  Underwear  and 
Corsets 

Negligees  and  Robes 
Infants’  Wear 
Handkerchiefs 

Toilet  Articles  and  Drug  Sundries 
Men’s  Clothing 
Small  Leather  Goods 
Notions 

Neckwear  and  Scarfs 
Maids’  and  Nurses’  Uniforms 
Art  Needlework  and  Art  Goods 
Linens  (Household) 

Laces,  Trimmings  and  Embroideries 
Woolen  Dress  Goods 
Blouses  and  Skirts 
Basement  Juniors’,  Mis.ses’  and 
Women’s  Coats  and  Suits 
Stationery 

Men’s  and  Boys’  Wear — Basement 

Umbrellas  and  Canes 

Ribbons 

Men’s  and  Boys’  Shoes 
Wash  Goods  and  Linings 
Blankets  and  Comfortables 
.Stx)rts  Wear  and  Knit  Apparel 
Men’s  Hats  and  Caps 
Jewelry 
Luggage 

Domestics,  Muslins,  Sheetings,  etc. 
Aprons  and  Housedresses 
Children’s  Shoes 

Draperies,  Curtains  and  Upholstery 

Candy 

Silverware 

Juniors’  and  Misses’  Dresses 
Basement  Girls’  and  Infants’  Wear 
Boys’  Wear 

Basement  Home  Furnishings 
Girls’  Wear 
Popular  Price  Dresses 
Toys 

Lamps  and  Shades 
Gift  Shop 

Pictures,  Framing  and  Mirrors 
Basement  Aprons  and  Housedresses 
Basement  Shoes 
Basement  Small  Wares 
Books  and  Magazines 
Oriental  Rugs 

Radios,  Talking  Machines  and  Records 

China  and  Glassware 

Patterns 

Tires  and  .Automobile  Accessories 
Basement  Juniors’.  Misses’  and 
Women’s  Dresses 
Basement  Piece  Goods,  Domestics 
Restaurant.  Luncheonette  and  Fountain 
Sporting  Goods  and  Cameras 
Miscellaneous  House  Furnishings 
•Appliances  (Electrical  and  Other) 
Women’s  Dresses 

Furniture,  Reds,  Mattresses  &  Springs 

We  have  also  prepared  two  charts 
to  illustrate  how  much  of  the  profit 
accumulated  from  the  expenditure 
of  effort,  investment  of  capital,  and 


assumption  of  risk,  in  the  operation 
of  the  store,  was  dissipated  last  year 
in  losing  departments. 

The  first  graph  is  a  curve  illus¬ 
trating  the  accumulation  of  profits 
by  the  addition  of  segments  sloping 
upward,  and  with  a  downward 
slant  to  indicate  losses.  'I'he  steeper 
the  lines  the  larger  the  contrihutions 
in  dollars  to  the  total  accumulations, 
and  conversely  the  greater  the  dis¬ 
sipation.  The  segments  illustrating 
losses  are  cross-hatched  to  make 
them  more  prominent.  The  graph  is 
based  on  dollar  contributions,  which 
is  the  product  of  the  departmental 
profit  or  loss  result  in  terms  of  its 
own  sales  times  the  ratio  of  its  sales 
to  the  total  .store. 

The  order  of  the  departments  is 
that  used  throughout  the  report, 
starting  with  Silks  and  Velvets.  It 
will  be  seen  that  the  first  loss  is  in 
Patterns  and  the  jagged  line  so  in¬ 
dicates.  At  this  point  the  dotted 
line  departs  to  indicate  probable  re¬ 
sult  on  the  assumption  that  had  no 
departments  incurred  losses,  the 
profit  accumulation  curve  would 
have  proceeded  steadily  in  an  up¬ 
ward  direction.  This  probable  curve 
makes  only  a  horizontal  progress  as 
it  passes  departments  which  incur¬ 
red  losses. 

Notice  particularly  what  the 
Home  Furnishings  Division  as  a 
whole  did  to  the  profit  line.  There 
are  two  small  profit  segments  with¬ 
in  this  division,  one  representing 
Domestic  Floor  Coverings,  the  other 
Curtains  and  Draperies.  Following 
both  curves  to  their  respective  ends, 
we  find  the  net  profit  of  the  store 
was  1.6%  of  sales,  whereas  if  the 
losses  of  the  poor  departments  had 
lieen  eliminated,  2.5%  would  have 
been  earned.  Thus,  the  store  re¬ 
tained  only  64%  of  the  net  operat¬ 
ing  profits. 

The  second  graph  shows  three 
circles,  two  in  the  form  of  pie  charts. 
The  largest  circle  shows  the  profit 
2.5%  of  sales,  and  the  sectors  con¬ 
tributed  by  certain  merchandise  di¬ 
visions  or  departments.  Note  the 
large  contribution  made  by  the  Ac¬ 
cessories  Division. 

These  circles  have  been  drawn  to 
scale,  based  on  area.  The  smallest 
circle  is  36%  of  the  area  of  the 
largest  one  and  represents  the  losses 
of  the  poor  departments. 

Observe  how  Home  Furnishings, 
save  for  Domestic  Floor  Coverings 
and  Curtains  and  Draperies,  con¬ 
sumed  48%  of  the  total  of  the  losses. 
If  we  were  to  show  this  dissipation 
on  the  large  circle,  we  should  have 
had  to  take  out  17%  of  the  area. 
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The  larger  of  the  two  concentric 
circles  represents  what  is  left  of  the 
area  of  the  largest  circle,  A,  after 
367c  of  the  profits  were  turned  back 
to  losing  lines. 

Possibly  these  charts  will  be  sug¬ 
gestive  to  you  for  use  in  training 
classes;  they  may  prompt  you  to 
prepare  similar  ones  illustrating 
your  own  experiences.  They  do 
show  conspicuously  what  losing  de¬ 
partments  do  to  profit  otherwise 
earned.  They  may  draw  attention 
in  your  store,  as  they  have  in  our 
office,  to  the  store’s  big  problem — 
merchandising.  For,  when  we  speak 
of  Furniture  being  a  losing  depart¬ 
ment  and  when  we  point  to  Dress 
department  operations  resulting  in 
a  loss,  what  we  are  saying  primarily 
is,  “We’re  not  doing  the  job  custom¬ 
ers  exjx‘ct.’’  And  the  remedy  is 
“accent  on  merchandise’’ — in  that 
there’s  plenty  for  the  controller  to 
do. 

It  aiijx-ars  to  me  that  retail  prob¬ 
lems  may  l)e  very  much  simplified  if 
first  we  determine  the  kind  of  store 
we  w'ish  to  operate.  This  requires 
study  of  the  community,  one’s  com¬ 
petitors,  type  of  building,  etc.  Once 
this  has  Ix'en  decided  upon  and 
adopted  as  a  definite  policy,  the 
store  must  place  the  major  emphasis 
on  merchandising.  That  doesn’t 
necessarily  mean  accent  on  promo¬ 
tion;  it  doesn’t  mean  accent  on  vol¬ 
ume,  nor  exclusive  styles.  It  does 
mean  giving  customers  what  they 
want — or  what  they  will  take  in 
sufficient  quantities  to  yield  a 
healthy  volume  at  a  satisfactory  rate 
of  gross  margin. 

That’s  the  big  problem — it  must 
be  studied  individually  and  ap¬ 
proached  from  different  angles.  In 
one  case  the  answ'er  may  be  more  or 
better  promotion,  in  another  a  new 
attitude  on  the  part  of  buyers  must 
be  developed.  In  a  third  store  it  may 
mean  cutting  initial  markon  and 
putting  more  effort  behind  the  selec¬ 
tion  of  merchandise,  or  as  the  chains 
say,  “building  up  the  merchandise”. 
There’s  no  one  remedy  for  all 
stores,  but  accept  the  principle  of 
accent  on  merchandise,  and  then  at¬ 
tempt  through  study  to  find  the  par¬ 
ticular  medication  to  suit  your  ills. 

A  word  alx)ut  our  future  reports. 
We  know  these  figures  get  to  you 
rather  late.  The  job  is  a  big  one, 
but  we  hope  to  reduce  it  next  year 
by  omitting  some  material  that  does 
not  change  much  from  year  to  year. 
For  instance,  we  may  omit  “Sales 
%  to  Total  Store”  and  “Age  of 
Stocks”.  We  may  also  omit  certain 


departments  altogether,  such  as  Pat¬ 
terns,  (lift  Shop,  Candy,  Tires,  and 
Men’s  Hats  and  Caps,  This  will 
mean  that  our  questionnaires  will  be 
smaller  and  that  they  will  lx;  re¬ 
turned  to  us  sooner.  Our  job  hav¬ 
ing  been  lessened,  we  proljably  will 
lx*  able  to  issue  the  report  prior  to 
May  1st. 

Following  the  issuance  of  the  fac¬ 
tual  data,  we  propose  to  go  Ix-hind 
the  figures  and  try  to  discover  rea¬ 
sons  for  both  good  and  poor  per¬ 
formances — for  instance,  why  so 
many  stores  have  high  return  ratios 
for  mouses  and  Skirts,  or  why  cer¬ 


tain  stores  have  a  turnover  in  some 
specific  departments  so  much  in  ex¬ 
cess  of  other  stores.  We  may,  in 
short,  be  able  to  discover  operating 
methods  and  merchandising  prac¬ 
tices  that  have  been  effective  in  pro¬ 
ducing  good  or  “goal”  gross  mar¬ 
gins  or  reduced  operating  costs. 
This  supplementary  information  we 
should  lx*  able  to  collect,  study,  and 
present  in  report  form  at  the  follow¬ 
ing  convention. 

We  should  like  your  reaction  to 
these  prospective  plans  for  next 
year;  your  suggestions  are  always 
welcome. 


Recent  Legislative  Trends 

{Continued  from  page  20) 


must  also  lx  competition.  Without 
competition  the  other  tw'o  are  likely 
to  lx  used  selfishly  and  for  unsocial 
purposes.  Competition  makes  the 
Ixnefits  of  individual  initiative,  as 
well  as  of  private  property  available 
to  all  society.  The  freedom  of  initia¬ 
tive  and  the  right  of  property  serve 
individuals.  Competition  serves  so¬ 
ciety.  All  are  necessary  to  each 
other  and  to  the  advancement  and 
I)reservation  of  our  present  eco¬ 
nomic  system.  The  legislative  trends 
to  whicli  I  have  referred  are  attacks 
upon  all  three  of  these  foundations 
of  our  society. 

As  you  know,  there  are  political 
theorists  who  urge  that  our  present 
economic  system  is  imperfect,  inade¬ 
quate  and  out-of-date.  They  urge 
that  we  should  forthwith  try  social¬ 
ism.  communism,  fascism  or  some 
other  “ism.”  In  point  of  numlxrs 
those  who  urge  complete  changes  in 
our  economic  system  are  relatively 
few.  The  American  public  is  and  has 
always  been  naturally  curious  about 
economic  and  social  theories.  It  is 
part  of  our  heritage  of  liberty  that 
we  should  interest  ourselves  in  all 
sorts  of  views,  try  them  out,  but  to 
hold  fast  to  that  which  is  good. 
Many  of  us  even  go  so  far  as  to 
agree  with  the  criticisms  of  our  pres¬ 
ent  system,  but  are  sure  that  we 
can  make  Ixtter  progress  by  chang¬ 
ing  and  amending  the  details  that 
give  trouble  rather  than  by  chang¬ 
ing  over  to  something  new  that  we 
don’t  know  about.  Most  .A-iner- 
icans  realize  that  they  have  an  en¬ 
ormous  stake  in  the  present  order 
and  vote  and  decide  accordingly. 

Then  there  is  social  and  economic 
planning.  During  recent  years  much 
publicity  has  been  given  to  theories 


of  the  ecoiU)mic  planners.  Economic 
planning  in  its  simplest  terms  means 
the  control  of  all  production  so  that 
production  and  consumption  may  be 
evenly  matched.  Here  is  an  entic¬ 
ing  theory.  Would  it  not  be  won¬ 
derful  if  someone,  or  some  group, 
could  sit  down  and  compute  what 
our  130,000,000  consumers  will 
want  and  need  next  year  and  then 
dictate  what  shall  be  produced  so 
that  there  will  lx  precisely  that 
amount  of  goods  and  services  by 
kinds  and  qualities  as  well  as  styles 
to  take  care  of  those  wants?  How 
would  you  like  to  have  the  job  of 
sitting  on  such  a  committee  to  de¬ 
cide  on  the  various  kinds  of  break¬ 
fast  fcMxls,  the  various  styles  of  mil¬ 
linery  and  the  various  kinds  of 
mouth  washes  to  lx  made  up  for 
next  year,  to  mention  but  a  few  of 
the  thousands  of  kinds  of  goods  peo¬ 
ple  use? 

Besides  the  advantages  of  ade¬ 
quate  production  for  use  and  the 
elimination  of  waste,  the  economic 
planners  also  urge  that  under  this 
scheme  hours  of  work  could  be  con¬ 
siderably  shortened  and  wages 
greatly  iticreased.  Some  years  ago 
I  had  some  students  in  my  classes 
who  became  much  interested  in  eco¬ 
nomic  planning.  They  came  around 
to  see  me  and  to  urge  the  desirabil¬ 
ity  of  this  theory.  They  were  cer¬ 
tain  that  under  the  leadership  then 
prevailing  in  Washington  economic 
planning  was  close  at  hand.  They 
even  argued  that  they  should  imme¬ 
diately  Ixnefit  by  having  fewer  les¬ 
sons  assigned  and  shorter  hours  of 
study.  There  seem  to  lx  a  lot  of  peo¬ 
ple  outside  of  the  colleges,  too,  who 
are  quite  ready  for  economic  plan¬ 
ning  or  any  other  theory  that  prom- 
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ises  less  study  or  less  work  on  their 
part. 

Important  as  those  theories  are, 
they  do  not,  in  my  opinion,  consti¬ 
tute  any  real  menace  to  our  exist¬ 
ing  order.  There  is  a  menace,  but 
it  is  not  the  socialists,  the  commu¬ 
nists,  the  fascists,  or  the  economic 
planners.  This  is  a  business  meet¬ 
ing.  You  are  all  business  men  and 
women.  I  shall  talk  frankly  to  you 
as  business  men  and  women  about 
this  menace. 

The  major  forces  attacking  the 
foundation  principles  of  our  eco¬ 
nomic  system  are  not,  in  my  opinion, 
the  socialists,  the  communists,  the 
fascists  or  other  economic  planners, 
but  rather  the  business  men  and 
business  groups  who  are  always  bor¬ 
ing  from  within  in  their  efforts  to 
secure  exemptions  and  exceptions 
from  competition  and  the  other 
fundamental  principles  of  our  eco¬ 
nomic  order.  Attempts  to  use  the 
government  as  a  substitute  for  com¬ 
petition  in  fixing  prices  at  which 
goods  shall  be  bought  or  sold,  or  in 
placing  handicaps  upon  more  suc¬ 
cessful  competitors  are,  I  am  sure, 
more  destructive  of  the  present 
democratic  society  and  economic 
system  in  this  country,  because  more 
insidious,  than  all  of  the  socialists, 
communists,  fascists  and  apostles  of 
economic  planning  put  together. 

Business  men  talk  a  great  deal  at 
their  conferences  alx)ut  the  encroach¬ 
ments  of  government  in  business. 
One  can  scarcely  pick  up  a  news¬ 
paper  that  doesn’t  report  the  com¬ 
plaints  of  prominent  business  men 
upon  this  subject.  Clearly,  the  pres¬ 
ent  trend  is  towards  more  and  more 
government  regulation  and  control 
in  business.  Whose  fault  is  this? 
Certainly  not  the  small  groups  of 
socialists  and  fascists  and  economic 
planners.  The  real  fault  lies  with 
those  business  men  who  publicly  op¬ 
pose  the  spread  of  government  in¬ 
fluence  in  business  in  principle,  but 
continuously  and  everlastingly  urge 
the  government  to  regulate  or  to 
control  this  or  that  in  their  own 
selfish  interests.  Nearly  every  ad¬ 
vance  in  government  regulation 
placed  on  our  statute  books  during 
the  last  twenty  years  was  put  there 
on  the  insistence  of  groups  of  busi¬ 
ness  men  who,  no  doubt,  talked  in 
their  day  at  their  conventions 
against  government  intervention  in 
business,  but  who  used  their  efforts 
successfully  to  induce  government 
participation  in  specific  instances. 

Washington  and  every  State  Capi¬ 
tol  is  full  of  the  representatives  of 


business  seeking  changes  in  legisla¬ 
tion  for  selfish  purposes.  Some  of 
these  representatives  are  working 
for  amendments  in  our  present  laws 
to  permit  the  performance  of  activi¬ 
ties  hitherto  unlawful.  Others  are 
seeking  to  influence  legislation  that 
will  handicap  or  destroy  their  com- 
pt'titors.  These  representatives  never 
sleep.  They  are  at  it  continuously. 
Take  the  tariff  system  as  an  illus¬ 
tration  of  a  never-ending  economic 
and  political  football.  I  recently 
saw  a  statement  that  in  the  tariff 
hearings  of  1929  it  required  over 
200  closely  printed  pages  to  list  the 
business  men  and  companies  who 
came  to  Washington  to  make  state¬ 
ments  or  to  present  petitions  asking 
for  changes  in  the  Tariff  Act.  The 
testimony  and  briefs  of  these  busi¬ 
ness  men  required  over  18.000  close¬ 
ly  ])rinted  pages. 

I  have  seen  legislators  advocate 
a  lot  of  queer  and  unsound  ideas, 
but  I  want  to  say  here  and  now  that 
I  have  a  feeling  of  the  deepest  re- 
sjx'Ct  for  our  Congressmen  and 
members  of  legislatures  who  patient¬ 
ly  listen  to  all  of  these  high  pressure 
proposals  and  who,  finally,  in  the 
public  interest,  do  so  little  al)out 
them.  Had  it  not  been  for  the  level¬ 
headedness  and  public  spiritedness 
of  our  legislators  in  blocking  special 
groups  seeking  special  privileges, 
we  should  have  had  socialism,  com¬ 
munism,  or  fascism  in  this  country 
long  before  this. 

Dangers  in  Regimentation 

“Business  self-government”  has  a 
sort  of  democratic  ring  that  sounds 
fine.  It  is  a  term  that  has  been  fre¬ 
quently  used  during  the  last  few 
years.  But  to  those  of  us  who  saw 
hundreds  of  business  groups  un¬ 
der  the  NR  A  attempt  by  every  con¬ 
ceivable  force  of  pressure  and  per¬ 
suasion  to  secure  control  of  produc¬ 
tion.  to  fix  prices,  and  otherwise  to 
attempt  to  establish  varying  condi¬ 
tions  of  monopoly  at  the  cost  of  the 
consuming  public,  it  must  be  clear 
that  business  self-government,  while 
fine  in  theory  is  incompatible  with 
a  democratic  form  of  government. 
Government  by  politicians  with  all 
their  shortcomings  is  much  to  be 
preferred  to  government  by  special 
business  interests. 

If  business  men  will  not  profit 
from  the  lessons  of  the  past,  if  they 
will  not  take  the  trouble  to  view 
the  consequences  of  efforts  that  are 
certain  to  contribute  to  the  break¬ 
down  of  our  economic  system,  then 
it  is  inevitable  that  we  shall  see  some 


other  system  take  its  place.  I  do 
not,  however,  consider  the  outlook 
hopeless.  I  am  convinced  that  busi¬ 
ness  men  are  learning  from  experi¬ 
ence.  There  are  signs  of  an  awak¬ 
ening  to  the  dangers  of  a  continua¬ 
tion  of  the  present  trends.  It  is  en¬ 
couraging  to  note  in  the  news  of 
this  week  that  72%  of  the  memlxrs 
of  the  Executive  Credit  Council  of 
the  National  Association  of  Credit 
Men  have  by  note  expressed  their 
opposition  to  the  return  of  their  in¬ 
dustries  and  other  lines  of  business 
to  the  NRA  system.  Only  a  year 
ago  a  majority  of  the  members  of 
this  organization  voted  in  favor  of 
the  NRA  or  some  similar  form  of 
business  regimentation. 

Some  Regulation  Required 

In  conclusion.  I  do  not  wish  to  l)e 
understoorl  to  lx  opposed  to  all 
forms  of  government  regulation  and 
control  of  business.  There  are, 
clearly,  certain  necessary  types  of 
regulation  such  as  the  prevention 
of  dishonesty  in  all  forms  such  as 
false  branding,  imitation  of  others’ 
trade-marks,  dishonest  statements 
in  advertising  and  selling  or  any 
other  device  or  method  intended  to 
deceive,  or  in  effect,  resulting  in  de¬ 
ception.  All  of  such  regulations  con¬ 
tribute  to  a  freer  and  fairer  compe¬ 
tition  under  individual  initiative  and 
the  rights  of  private  property.  Let 
us.  indeed,  have  more  government 
regulation  rather  than  less  against 
dishonesty  in  all  of  its  forms.  But 
let  us  have  our  present  laws  en¬ 
forced  against  combinations  in  re¬ 
straint  of  trade,  against  price  fixing 
and  against  all  other  artificial  mar¬ 
ket  controls  intended  to  stifle  com¬ 
petition  and  benefit  certain  classes 
of  business  at  the  expense  of  the 
consumer  and  the  public. 

There  is,  I  believe,  a  guiding 
principle  against  which  all  proposals 
for  government  regulation  may  be 
measured  under  our  present  eco¬ 
nomic  system.  Will  the  proposals 
under  consideration  interfere  with 
or  prevent  the  free  exercise  of  the 
fundamental  principles  of  our  eco¬ 
nomic  system,  namely,  freedom  of 
individual  initiative,  the  right  to 
private  property  and  freedom  of 
competition?  Any  regulation  that 
encourages  or  advances  these  prin¬ 
ciples  is  desirable.  Any  government 
regulation  or  control  in  opposition 
to  these  principles  must  be  ques¬ 
tioned. 

There  are,  of  course,  fields  of 
business  activity  in  which  opportu¬ 
nities  for  individual  initiative  have 
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ceased  to  exist.  There  are  fields  of 
business  in  which  there  is  no  true 
existing  conii)ctition.  There  may  be 
instances  in  which  the  riglus  of  pri¬ 
vate  proixTty  have  become  socially 
meaningless.  In  such  instances  there 
can  be  hut  one  alternative  and  that  is 
social  regulation  and  control.  If  in¬ 
dividual  initiative  and  competition 
have  ceased,  then  there  must  be  reg¬ 
ulation — regulation  of  the  methods 
of  operation  to  insure  efficiency,  reg¬ 
ulation  of  the  prices  paid  for  raw- 
materials  and  lalxir  and  regulation 
of  the  prices  charged  consumers. 

Business  men.  or  business  groups 
bent  on  eliminating  competition 
should  not  forget  the  inevitable  al¬ 
ternatives  that  face  them  if  they  do 
away  with  competition.  This  is  the 
logic  of  social  development.  This  is 
the  history  of  government  interven¬ 
tion  in  business.  America  may  face 
socialization  and  regimentation  un¬ 
der  communism  or  totalitarianism, 
but  if  this  cx'curs  it  will  be  Ixcause 
business  nx*n  themselves  are  unwill¬ 
ing  to  continue  to  play  the  game  as 
it  should  be  played  in  our  jiresent 
economic  order.  It  will  Ixj  Ix'cause 


they  have  grown  tired  or  lazy.  It 
will  be  because  their  minds  have 
grown  fat  and  barren  of  initiative 
and  new  ideas.  If  there  are  too 
many  who  feel  that  way  alx)ut  busi¬ 
ness.  there  is  danger  that  they  will 
tear  down  the  entire  economic  struc¬ 
ture  m)t  only  over  their  own  heads, 
but  over  the  heads  of  all  society  as 
well. 

The  moral  is  clear.  There  need 
Ix'  no  such  change.  If  there  are 
evils  of  dishonesty  and  wrong-do¬ 
ing  in  our  present  system,  making 
it  precarious  for  honest  and  intelli¬ 
gent  business  men  to  carry  on.  these 
should  be  eliminated  by  suitable  so¬ 
cial  regulation,  but  let  us  have  a 
clearer  vision  of  the  proper  func¬ 
tions  of  i)ublic  regulation  and  con¬ 
trol  and  a  united  front  against  at¬ 
tempts  by  special  business  groups 
to  use  the  government  as  a  means 
of  insuring  business  profits  or  as  a 
means  of  placing  handicaps  upon 
their  more  successful  comix'titors. 
In  that  direction  lies  danger — not 
only  in  rising  prices  and  higher  costs 
of  living  to  consumers,  but  also  to 
business  itself. 


Data  for  Loss  Department  Studies 
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9.  What  are  the  hours  for  full  time 
help  ? 

10.  W'hat  effort  is  made  to  provide 
tasks  for  salespeople  outside  the 
rush  hours? 

11.  -\re  lunch  hours  scheduled  to  take 
care  of  i)eaks? 

12.  Compare  this  department  with  the 
same  department  in  similar  stores 
with  retjard  to  the  following — 

•Werage  numlter  of  salespeople 
Total  salesixople's  wage 
.‘\\erage  weekly  wage  per  sales¬ 
person 

Average  weekly  sales  per  sales¬ 
person 

Per  cent  of  salespeople’s  wage  to 
net  sales 

(jn)ss  number  of  transactions 
Wage  cost  jier  gross  transaction 
Average  gross  sale 
.Average  weekly  gross  number  of 
transactions  per  salesperson 

UI.Traininq  of  Salespeople 

1-  Descril)e  the  training  given  to  sales¬ 
people  by  the  Training  Department 
and  by  the  buyer.  What  special 
manuals,  films,  or  other  devices  are 
used  ? 

Son-Selling  Employees 

1.  What  non-selling  employees  serve 
this  department  ? 

2.  Compare  this  department  with  the 
same  department  in  similar  stores 
with  regard  to  the  average  number 
ot  non-selling  employees  and  their 
total  earnings. 


3.  Is  a  stylist  employed  by  this  de¬ 
partment? 

/  ’.  Labor  T urnover 

1.  What  is  the  rate  of  turnoyer  among 
the  salespeople?  What  efforts  are 
made  to  cut  down  turnoyer?  Wh.it 
are  the  most  common  reasons  for 
leaving  ? 

F.  Service 

/.  Eloor  Serz'ice 

1.  .Are  any  salespeople  limited  to  cer¬ 
tain  sections,  or  are  they  all  free 
to  sell  any  merchandise  in  the  de- 
jiartment  ? 

2.  Are  salesixople  instructed  to  return 
to  certain  locations  upon  complet¬ 
ing  a  sale  in  order  to  avoid  con¬ 
gestion? 

II.  Returned  Merchandise 

1.  What  are  the  most  common  reasons 
for  returns? 

2.  What  steps  are  being  taken  to  re¬ 
duce  returns? 

3.  Compare  with  the  same  department 
in  other  stores  in  regard  to  per  cent 
of  merchandise  returns. 

III.  Complaints 

IV.  Stockkeeping 

V.  Wrapping,  Inspection,  and  Tube 

Scrz'icc 

1.  Does  the  department  use  tube  ser¬ 
vice  or  cash  registers?  How  is  au¬ 
thorizing  done? 

2.  Do  salespeople  wrap  merchandise? 

VI.  Special  Orders 


VII.  Department  Records 

1.  What  office  records  are  kept,  and 
how  many  clericals  are  required  to 
maintain  them? 

VIII.  Telephones 

IX.  Store  Frotretion,  Maid,  and  Orderly 

Serz'ice 

X.  Delivery 

1.  W'hat  is  the  average  time  for  de¬ 
livery  of  parcels  to  customers  with¬ 
in  the  city  limits? 

2.  What  steps  are  being  taken  to  speed 
up  deliveries? 

3.  What  is  the  delivery  cost  per  cent? 
How  does  this  compare  with  the 
same  figure  for  similar  stores? 

4.  Is  any  effort  being  made  to  get 
customers  to  carry  packages? 

G.  Warehouse 

1.  How  many  square  feet  of  ware¬ 
house  space  are  used  by  this  de¬ 
partment  ? 

2.  W  hat  is  the  system  of  physical  ar¬ 
rangement  of  stock  in  the  ware¬ 
house  ? 

3.  What  type  of  control  is  used  on 
warehouse  merchandise? 

4.  What  is  the  total  warehouse  oc¬ 
cupancy  charge  in  dollars,  and  the 
charge  per  square  foot? 

5.  Is  there  a  reserve  stock  room  in 
addition  to  the  warehouse  space? 
If  so,  give  the  same  data  as  for 
the  warehouse. 

H.  Workroom 

I.  Layout 

1.  Clive  a  diagram  of  the  layout  oi 
the  workroom,  indicating  the  posi¬ 
tion  of  tables  and  e(|uipment. 

II. F.qnipmcnt 

1.  Describe  in  detail  the  equipment 
used  in  the  workroom. 

III.  Personnel 

1.  Give  the  number  of  employees, 
duties,  wage  cost,  method  of  wage 
payment,  and  method  of  training. 

IV.  Merchandise 

V.  System 

1.  Describe  the  system  in  use  in  the 
workroom,  and  include  copies  of 
forms. 

2.  What  is  the  workroom  cost  in  per 
cent  to  sales? 

I.  General 

1.  W’hat  questions  or  problems  relat¬ 
ing  to  this  department  are  of  major 
interest  to  the  management? 


OPENING  WANTED 

CONTROLLER— EXECUTIVE :  Ex¬ 
perienced  in  Store  Systems — retail  meth¬ 
od  of  inventory.  Expense  Budgets,  Mer¬ 
chandise  Control.  Open-to-Buy  Methods 
Markdown  Control  —  Stock  Shortage 
Control — Internal  Audits— New  Compen¬ 
sation  Methods — Ta.xes — Office  Organi¬ 
zation,  Six  Years  Department  Store  ex¬ 
perience — two  years  public  auditing  of 
15  retail  stores.  Can  do  the  job  of  store- 
wide  control.  E-13-36. 
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Harvard  Report 


Analysis  of  Harvard  Report 

(Continued  from  page  16) 


associated  more  or  less  directly  with 
size  for  the  table  indicates  progress¬ 
ive  increases  in  sales  per  selling  em¬ 
ployee  from  group  to  group. 

On  the  other  hand,  it  is  clear  that 
returns  and  allowances  tended  to 
increase  directly  with  size  of  store 
so  that  in  1935,  as  in  earlier  years, 
the  very  largest  stores  typically  ex¬ 
perienced  the  highest  rates  of  re¬ 
turns.  Perhaps  these  returns  were 
associated  to  some  degree  with  the 
size  of  city  served,  for  as  has  been 
noted,  the  largest  stores  did  not  have 
the  highest  percentages  of  credit 
business,  but  as  a  rule  did  operate 
in  larger  cities  than  smaller  stores 
did.  Finally,  the  large  stores  met 
further  handicaps,  also  depending 
roughly  on  size  of  city  served,  in  the 
form  of  their  high  real  estate  costs 
I)er  square  foot,  which  were  not  en¬ 
tirely  matched  by  higher  sales  per 
square  foot,  and  in  the  form  of  high¬ 
er  percentages  of  delivery  expense. 

Specialty  Stores 

Among  specialty  stores  the  high¬ 
est  rate  of  mark-up  typically  was  re¬ 
ported  by  small  stores,  those  with 
sales  of  from  $150,000  to  $300,000, 
and  the  lowest  percentage  was  re¬ 
ported  by  the  largest  stores,  exactly 
the  reverse  of  the  situation  found 
among  department  stores.  As  re¬ 
gards  retail  reductions,  however,  the 
experiences  of  department  and  spec¬ 
ialty  stores  were  similar,  reductions 
in  general  being  highest  for  small 
stores  and  lowest  for  large  stores. 

Gross  margin  percentages  varied 
more  or  less  directly  with  size 
among  specialty  stores,  although  the 
stores  with  sales  of  more  than 
$4,000, OCX)  reported  margin  rates 
slightly  low’er  than  those  for  stores 
with  sales  of  slightlv  less  than 
$4,000,000  ($2,000,006  to  $4,000,- 
000),  just  as  department  stores  with 
sales  of  more  than  $20,000,000  typi¬ 
cally  had  slightly  lower  percentage 
margins  than  department  stores 
with  sales  of  $10,000,000  to  $20,- 
000,000. 

As  regards  p>ercentages  of  total 
expense,  the  smallest  specialty  stores 
in  1935  had  the  lowest  rates  and 
those  with  sales  of  $1,000,000  to 
$2,000,000  the  highest  rates.  The 
two  groups  of  specialty  stores  with 
sales  above  $2,(X)0,000  experienced 
progressively  lower  percentages  just 
as  did  the  two  groups  of  department 
stores  with  sales  alwve  $10,000,000. 

Thus  the  1935  data  for  both  types 


of  store  point  to  the  conclusion  that 
exceptionally  large  volume  is  accom¬ 
panied  by  low'er  percentages  of  both 
ex}>ense  and  margin  than  those  ex- 
I)erienced,  on  the  average,  by  stores 
with  sales  falling  short  of  the  “ex¬ 
ceptionally  large”  category.  Since 
the  relative  disadvantage  of  the  large 
stores  in  margin  w'as  not  so  great 
as  their  advantage  in  expense,  the 
rates  of  net  profit  and  net  gain  were 
at  their  highest  or  next-highest 
points  for  the  very  large  stores  of 
both  types. 

Costs  per  Transaction 
In  the  continuing  battle  with  ex¬ 
pense,  costs  for  individual  firms  and 
for  groups  of  firms  expressed  in 
cents  per  transaction  may  well  be  a 
convenient  and  effective  weapon, 
just  as  unit  costs  and  statistics  of 
physical  output  may  be  of  important 
value  for  non-selling  departments. 
The  reports  received  in  this  year’s 
study  indicate  that  almost  all  stores 
with  sales  of  more  than  $4,000,000 
keep  records  of  the  number  of  trans¬ 
actions  handled  and,  hence,  are  in  a 
position  to  watch  expenses  in  cents 
per  transaction.  Among  smaller 
stores,  however,  the  practice  of  re¬ 
cording  number  of  transactions  be¬ 
comes  progressively  less  common  as 
size  of  store  decreases. 

The  data  now  available  on  trans¬ 
action  costs  do  not  afford  particu¬ 
larly  reliable  evidence  on  year-to- 
year  changes,  but  it  appears  that  the 
average  sale  was  larger  in  1935 
than  in  1934.  that  operating  costs 
per  transaction  showed  a  slight  ten¬ 
dency  to  be  higher,  but  that  percent¬ 
age  expenses  usually  were  lower. 

Among  the  larger  department 
stores  in  1935,  the  average  gross  sale 
was  about  $2.00  and  total  expense 
per  transaction  from  65  cents  to  75 
cents  on  the  average.  I  think  that 
very  few  of  you  can  come  to  a  realiz¬ 
ation  of  this  fact  without  wondering 
whether  all  this  expense  really  is 
necessary  and  how  it  might  be  re¬ 
duced.  These  questions  will  assume 
special  significance  when  you  recall, 
also,  that  at  least  one  important 
competitor  of  the  department  store 
operates  on  a  cost  i>er  transaction 
only  one-tenth  as  large  as  the  70 
cents  figure  fairly  typical  for  large 
department  stores.  A  customer  will 
put  up  with  a  lot  for  a  saving  of 
90%  in  cost  per  transaction. 

In  studying  the  transaction  data,  I 
have  been  struck  by  the  cost  in  cents 


for  some  of  the  individual  items; 
and  I  have  been  unable  to  avoid 
wondering  whether  the  average  cus¬ 
tomer  making  a  $2  purchase,  it  she 
were  informed,  would  willingly  pay 
a  store  these  costs  for  performing 
some  of  these  functions  or  would 
prefer  to  have  corresponding  reduc¬ 
tions  in  price.  Perhaps  executives 
would  find  it  helpful  to  recast  their 
expense  figures  so  as  to  reflect  the 
cost  per  transaction  or  per  unit  of 
merchandise  for  operations  which 
conceivably  could  be  eliminated  or 
revised.  Although  past  experience 
indicates  that  important  obstacles 
would  be  encountered  by  any  at¬ 
tempt  to  vary  the  charges  to  indi¬ 
vidual  customers  in  proportion  to 
the  amount  of  service  used,  it  might 
even  be  found  advisable  to  experi¬ 
ment  in  this  direction.  At  least  one 
of  the  larger  mail  order  companies 
is  doing  this  sort  of  thing  at  some 
of  its  stores. 

It  should  be  noted,  also,  that  the 
average  gross  sale  among  large  spec¬ 
ialty  stores  typically  is  around  $5, 
two  and  one-half  to  three  times  as 
large  as  among  department  stores  of 
similar  size.  It  might  be  expected 
that  this  advantage  in  average  sale 
would  be  accompanied  by  some  ad¬ 
vantage  in  the  typical  percentage  of 
total  expense.  The  table  indicates, 
however,  that  the  specialty  stores 
had  higher  percentage  expenses  than 
department  stores  of  similar  size. 

Goal  Figures 

The  goal  figures  reported  in  this 
bulletin  indicate  that,  as  has  been 
observed  in  studies  for  earlier  years, 
the  firms  which  earn  relatively  large 
rates  of  profit  do  so  because  of  all- 
around  good  management  which  is 
reflected  in  aggressive  business-get¬ 
ting,  good  control  of  mark-downs, 
careful  attention  to  cash  discounts, 
somewhat  lower  returns,  and,  most 
important,  particularly  effective  ex¬ 
pense  control.  Almost  all  these  com¬ 
parisons  showed  the  high  profit  rates 
to  have  been  due  chiefly  to  lower- 
than-average  rates  of  expense;  but 
among  specialty  stores  there  was  a 
strong  tendency  for  the  most  profit¬ 
able  firms  to  enjoy  an  advantage  in 
margin  as  well.  For  any  store  de¬ 
riving  exceptional  profits,  the  best 
advice  seems  to  be,  “Keep  expenses 
down.” 

Current  Problems 

With  the  emergency  phase  of  the 
depression  clearly  past  and  the  trend 
of  sales  upward,  the  most  important, 
immediate  objective  of  department 
and  specialty  store  executives  should 
(Continued  on  page  54) 
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OPERATING  EXPEl^SES,  1935 
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In  checking  your  oivn  operating  figures,  these  vital  statistics  are  indispensable 

First — To  gauge  the  gross  margin 

Set'ond — To  gauge  expense  by  tlie  natural  divisions 

Third— To  gauge  net  profit 

The  report  is  based  on  a  thorough  stmly  of  the  operating  expenses  of  about  600 
<lepartnient  and  speeialty  stores  located  in  various  parts  of  the  country.  It  gives 
analyses  of  operating  expenses  according  "to  volume  of  sales,  rate  of  stock  turn, 
percentage  of  markdown  and  net  profit. 

lla»«iN  of  Uistribiiiioii  tif  Ro|»orl$< 

A  reprint  of  the  tables  containing  figures  for  the  particular  volume  of  a  member  store 
will  h«?  mailed  free  to  each  member  store  in  the  N.  R.  D.  G.  A.,  addressed  to  the 
member  of  record. 

(Copies  of  <‘omplete  report  to  a  member  of  N.  R.  D.  (».  A.  (i.e.  in  addition  to  the  reprint 

sent  free  to  members  of  the  Association )  .  $1.00  each 

Uopies  of  the  complete  report  to  non-members .  2.50  each 

There  will  he  the  following  discounts  on  quantity — 


Less  than  10  copies  . 

.  Net 

. 257c 

100  copies  or  more . 

. 407c 

This  Is  Your  Ordor  Blank 

Return  to  Clianning  E.  Sweitzer,  Managing  Director.  ]\.  R.  D.  G.  A.. 

101  West  31st  Street,  New  A  ork,  N.  A  . 

Mlv.  CHANXING  K.  SWEITZER,  Maiutyiiui  Director, 

X.  R.  D.  G.  A.,  101  West  31st  Street,  Xew  York  City. 

IMease  fill  my  order  (as  checked)  for  Harvard  Report — ‘‘Operating  Results  of  Department  and  Specialty  .Stores 


in  1035.” 

G  Member  of  X.  R.  1).  G.  .\.  or  Associate  Group . $1.00  eacli 

□  I  am  not  a  memtier .  2.50  each 


□  I  wish  to  take  advantage  of  your  (luantity  discount. 

□  Please  send  me  .  Copies. 

1  am  attaching  check  (.Add  Xew  A'ork  City  sales  tax.  if  Report  is  to  be  delivered  within  the  City) 

Xainc  . 

Title  .  . 

Store .  . 

City  and  State  . 


June.  1936 


The  Bulletin  of  the  N.vtional  Ret  .ail  Dry  Goods  .Association 


49 


Fashions 


New  Fall  Furs  Show  Capes,  Tunics 
and  Princess  Silhouettes 


BY  BOBBE  DONNEB 

\\  ith  illu!«trations  by  the  author 


The  finely  luaniiHilated  and  decorated  creations 
shown  by  the  Associated  Fur  Manufacturers  at  their 
show  this  year  indicate  that  new  details  of  styling 
are  considered  more  im))ortant  than  the  pelts  them¬ 
selves.  While  the  natural  beauty  of  mink,  sable,  ermine, 
silver  fox  and  broadtail  served  as  a  basic  foundation, 
interest  centered  in  manipulations,  tricks  of  arrange¬ 
ment,  color  contrasts  and  silhouette. 

Craftsmanship  reaches  a  high  ])oint  this  year  in 
achieving  soft  dra])e  and  hang — a  .Schia])arelli  shoulder 


or  sleeve — a  dared  tunic.  Hardly  ai)]xirent  is  the  old 
feeling  of  Imlkiness,  and  this  achievement  is  not  confined 
to  the  lu.xury  furs  hut  extends  all  the  way  down  the 
line  to  the  la])in  models. 

d  he  newest  of  these,  treated  so  that  they  resemble 
panne  velvet  or  fine  ]ilush.  include  swaggers  with  a 
modified  flare,  smartly  designed  collars  and  voluminous 
sleeves;  and  some  fitted,  three-cpiarter  length,  belted 
tunics,  'runics  were  shown  also  in  gray  broadtail,  cara¬ 
cul.  j)ony.  tropical  seal  (a  fur  with  a  moire  effect)  and 
Ix-aver. 

.\  renaissance  is  indicated  for  beaver.  1'his  fur.  so 
durable,  has  not  in  ])revious  years  lent  itself  to  smart 
styling,  largely  ])erhaps  Ix'cau.se  of  its  bulky  quality. 
.Sheared  down  to  a  flatter  surface,  the  jielts  become 
more  dra])able,  and  arc  developed  in  attractive  swaggers 
with  voluminous  backs.  Some  of  them  feature  an  at¬ 
tractive  manipulation  of  the  skins  in  the  center  back, 
giving  the  apiiearance  of  graduated  stripes  in  deeper 
tones. 

Predominating  at  the  show  were  luxurious  caraculs, 
broadtails  in  black,  white  and  gray,  minks,  ermines 
and  silver  foxes.  They  appeared  in  swaggers,  fitted 
redingotes.  flared  tunics,  two-piece  suits,  peplumed, 
full  skirted  i)rincess  coats,  and  capes.  The  cajx's  were 
everywhere — tailored  three-quarter  lengths,  and  long, 
wide  circular  ones,  sinqile  in  line  but  worked  with  a 
striking  ingenuity. 

( )ne  luxurious  ermine  ca])e  reached  to  the  floor  in 
a  wide  sweep  straight  from  the  shoulder,  its  full-length 
tuxed(i  revers  adding  to  its  statuesque  elegance.  An¬ 
other  ermine  cape,  reaching  almost  to  the  floor,  was 
bordered  by  several  full  sable  skins,  placed  diagonally. 
.\  white  broadtail  evening  cape  of  tremendous  width 
had  a  natural  blue  fo.x  collar  and  half-way  revers  looped 
so  as  to  form  a  muff.  .\  full  length  redingote  was  de- 
veloi)ed  in  broadtail  bordered  with  silver  fox.  This  last 
achieved  the  new  wide-shouldered  effect  with  sleeves 
toi>ped  by  three  wide  jdeats  and  cut  loosely  to  below 
the  elbow. 

.Silver  fo.x  was  extensively  u.sed  for  revers.  stoles. 
l)orders  and  collars,  and  in  combination  with  caracul, 
ermine,  persian  and  other  furs.  Several  magnificent 
three-quarter  length  capes  were  made  entirely  of  silver 
fo.x.  C^n  one  of  them  the  skins  were  inanipulated  to 
form  wide  scallops  all  around  the  border. 

There  was  one  knee-length  evening  cape  made  en¬ 
tirely  of  red  fox — lieautiful  golden  pelts  of  e.xceptional 
width. 

Sables,  frequently  used  for  trimmings,  also  appeared 
most  charmingly  in  a  simple  hip-length  reefer  with 
plain  wide  sleeves  and  a  tuxedo  collar. 
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Fitted  redingotes  were  shown  in  gray  ombred  Per¬ 
sian.  as  were  also  swaggers  featuring  tlie  wider  shoulder 
and  flared  back. 

A  verv  striking  ensemble  consisted  of  a  black  persian 
t\vo-tiert‘d  tunic  belted  and  fitted  over  a  red  woolen 
frock  bordered  with  the  fur.  so  that  when  the  coat  was 
buttoned  a  three-tiered  tunic  costume  of  persian  was 
achieved.  This  was  worn  with  a  Russian  toque,  black 
per.sian  lM>rdering  a  red  crown. 

The  minks  were,  of  course.  Ix’autiful.  particularly 
one  full-length  redingote  for  evening  wear. 

.\n  extravagant  wrap  was  made  of  white  fox  in  a 
tunic  effect  with  voluminous,  cape-like  sleeves,  and 
lined  in  turquoise. 

Alaska  Sealskin  in  safari  brown  was  shown  in  vari¬ 
ous  types,  with  swaggers  predominating.  There  were 
several  tunics  and  belted  models.  One  redingote.  Di- 
rectoire  in  effect,  had  revers  of  mink. 

\\‘rv  interesting  was  a  blue  lamb  reefer  belted  in 
navv  and  worn  with  a  navy  frock  and  accessories.  A 
caracul  coat,  dyed  a  red-purple  called  helio,  was  worn 
with  a  comidete  outfit  of  the  same  color. 

Few  leopards  were  shown,  the  importation  of  pelts 
from  Somaliland  having  apparently  Ikxmi  disrupted  by 
the  luhiopian  war. 

Large'  Hat  muffs  were  shown  with  many  afternoon 
costumes.  The  hats  were  delightful,  many  of  them  all 
fur.  'I'he  Russian  toque  and  the  Scotch  cap  with  its 
dashing  forward  movement  are  very  good  with  belted 
tunic  tv])es  and  short  swaggers. 

It  is  evident  that  the  wide  sleeves  sponsored  for 
dresses  will  al.so  appear  in  furs.  The  most  extreme  in¬ 
terpretations  of  this  trend  appear  chiefly  in  show  pieces 
and  evening  models.  For  practical  wear  the  modified 
sleeve  with  width  alx)ve  the  elt)ow  will  probably  be 
most  popular. 

Coats,  Suits  and  Dresses 

Coats  and  suits  in  the  regular  market  show  a  marked 
increase  in  the  u.se  of  fur  trimmings  as  lx)rders  and 
sleeve  details.  Maggy  Rouff  sjxmsors  the  use  of  fur 
incrustations  in  floral  or  geometric  designs  on  broad¬ 
cloth.  One  of  her  tunic  suits  features  persian  lamb  in 
this  manner. 

Several  new  mid-.season  models  shown  in  Paris  fea¬ 
ture  stitched  l)orders.  cuffs  and  revers. 

The  Crecian  and  Directoire  notes  remain  important 
influences.  Tall  slim  lines,  flowing  scarfs,  twisted  trim¬ 
mings.  go  hand  in  hand  with  stiff  brocades,  taffetas  and 
velvets,  tall,  stiff  shoulder  effects  and  wide  circular 
skirts. 

The  movement  to  fullness  in  the  back  is  growing, 
although  in  afternoon  tunics  the  full  front  is  still  very 
well  liked.  The  lamp  shade  silhouette  with  the  tunic 
stiffened  to  .stand  out  is  smart  on  the  very  tall  figure, 
but  disastrous  on  the  too  short  and  stout  one.  Decol- 
letage  continues  low  in  back.  Train  effects  are  achieved 
by  sashes,  scarfs  from  the  shoulders,  semi-tunics  caught 
0(ldly  at  one  side  and  allowed  to  trail  at  the  back.  The 
higher  waistline  is  evident  in  many  collections ;  but  .sev¬ 
eral  firms  show  an  interest  in  the  dropped-to-the-hip 
line. 

Silhouette  trends  continue  to  show  a  wide  latitude, 
and  women  are  free  to  wear  the  lines  individually  flat¬ 
tering  to  them. 

There  is  considerable  interest  in  fabric  contrasts, 
especially  velvet  wdth  woolens.  In  hats,  felts  and 
woolens  are  combined. 


.4  Ru»>.^iuti  fur  tuque  worn  with  u  fur 
tunic  ensemble,  unci  ubove,  another 
hat  worn  at  the  Fur  Show,  showing 
the  forward  brim  movement. 

Hroadclotb.  sheer.  sup])le  and  silky,  is  a  new  favorite 
of  the  French  designers,  lending  itself  well  to  graceful 
drajjing  and  manipulation. 

'1  he  new  woolens  presented  for  fall  feature  flat  sur¬ 
faces  for  dresses  and  furry,  looix*d,  slubbed  and  nublx'd 
effects  for  coatings.  These  effects  are  achieved  by  the 
introduction  of  acetates  and  rayon  yarns  into  the 
weaves.  Wooly  surfaces,  flannels  and  crepes  are  spon¬ 
sored,  with  the  flat,  crepy  surfaces  expected  to  lead  in 
volume  consumption.  Fine  checks  and  lineals  are  also 
shown  in  mohair  decorated  coatings.  A  hairy  surface 
called  marten  actually  employs  rabbit,  muskrat  or  other 
hairs  in  the  weave. 

***** 

In  hats,  tall  crowns  are  on  the  increa.se.  as  are  also 
larger  draped  turbans  and  berets  after  Rembrandt. 

Gloves  make  a  still  wider  use  of  color  and  of  suede 
leathers,  with  popular  interest  leaning  towards  four 
and  six  button  lengths  and  longer  for  evenings.  Soft 
suedes  are  the  great  favorites,  with  pigskins  and  cape- 
skins  well  represented  for  sports  and  tailored  wear. 
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Supervision  for  Employee  Security 

{Continued  jroin  f'agc  30) 


nol  Director  of  Filene's,  has  held  a 
nunilx'r  of  small  group  meetings  and 
one  large  one,  and  has  published  in 
the  store  magazine  a  very  clear  arti¬ 
cle,  written  in  question  and  answer 
form,  about  the  legislation.  More 
of  these  are  to  follow.  Employees 
are  invited  to  write  in  questions  on 
the  law  and  to  ask  them  personally. 
This  seems  to  me  a  farsighted  and 
highly  intelligent  beginning  to  a  suc¬ 
cessful  handling  of  the  problem. 

As  a  general  technuiue,  I  would 
suggest  for  large  stores  which  are 
introducing  social  security  measures 
something  like  the  following.  The 
smaller  store  might  make  a  few 
modifications  in  such  a  program. 

1.  Train  your  executives  thorough¬ 
ly  and  in  small  groups.  Give 
them  plenty  of  chance  for  criti- 

,  cisms  and  questions.  Have  at 
least  two  meetings  with  each  ex¬ 
ecutive  grouj)  before  you  begin 
on  staff  ])eople  at  all.  If  you 
feel  that  \'ou  can  do  so  in  an 
adult  and  satisfactory  way.  test 
the  executives  on  their  under- 
-standing  of  the  program.  Sell 
them  on  the  idea  of  their  re- 
.s])onsil)ility  in  this  matter  and 
hel])  them  in  establishing  a  tact¬ 
ful  and  clear  teaching  approach 
to  be  used  when  employees  ask 
them  (|ue.stions  alnnit  the  plan. 

2.  Hold  small  grouj)  meetings  of 
staff  emi)loyees.  using  your  best 
teachers  for  this  purpose.  Have 
as  many  meetings  as  are  neces¬ 
sary  for  complete  understanding. 

3.  Talk  to  .some  of  your  employees 
individually.  A  few  i)eople  will 
come  out  of  any  meeting  still 
dazed  or  su.spicious. 

4.  Have  adecjuate  printed  explana¬ 
tions  and  lx‘  sure  that  they  are 
as  clear  and  simple  as  language 
can  be  made. 

5.  If  the  program  is  a  legislative 
one.  don't  get  into  discussions 
of  politics  or  the  ])ros  and  cons 
of  social  .security  laws.  All  of 
your  executives  should  under- 
.stand  why  this  would  be  both 
wasteful  of  time  and  ])otentially 
damaging  to  morale. 

'I'he  senior  management  of  a  store 
usually  thrashes  out  a  personnel 
measure  very  fully  before  it  goes  in- 


t(^  effect.  Hours,  sometimes  days, 
go  into  study  and  jdanning.  Often 
the  major  executives  come  out  of 
their  sessions  on  the  program 
wholly  ctmvinced  of  its  importance 
and  value.  Then  they  frecpiently 
take  only  a  fraction  of  the  time  spent 
on  making  decisions  in  passing  them 
on.  give  little  background,  and  little 
chance  for  discussion  and  then  won¬ 


der,  sometimes  rather  pathetically, 
why  the  idea  didn’t  go  across  so 
well.  The  obvious  answer  is  that 
they  were  careless  salesmen. 

Fundamentally,  it  means  that  they 
didn't  use  their  imaginations.  And 
if  all  executives  could  be  miracu¬ 
lously  i)rovided  today  with  the  ima¬ 
gination  to  see  how  life  and  the  job, 
and  the  policies  Ix'hind  it,  look  to 
the  other  fellow,  to  understand  how 
they  would  feel  in  the  staff  worker's 
sh(x*s,  the  worst  of  our  personnel 
troubles  would  be  over  in  a  very 
short  time. 


Tax  Reduction — Where  It  Begins 

{Continued  from  page  l.S) 


lars  which  is  made  up  of  estate  and 
gitt  ta.xes — 251  million  dollars, 
liquor  ta.xes — 503  million  dollars, 
toliacco  taxes — 178  million  dollars 
and  manufacturing  excise  taxes — 
305  million  dollars;  (2)  jirocessing 
ta.xes.  e.xcluding  windfall  taxe.s — 07 
million  ;  and  (3)  custom  duties — 353 
million  dollars.  This  last  figure  is 
very  interesting. 

.So  let's  pause  a  moment  to  retro¬ 
spect  and  to  review  some  of  our 
earlier  taxes.  From  1802  througii 
1860  e.xcept  for  three  years,  1813 
to  1816,  this  country  had  no  inter¬ 
nal  taxes  whatsixver.  Custom  duties 
augmented  by  the  sale  of  public 
lands  financed  the  government 
through  those  years.  We  think  of 
income  ta.xes  as  of  recent  origin, 
yet  this  country  had  income  ta.xes 
ill  1861.  .\s  early  as  1791,  we  had  a 
tax  on  distilled  spirits,  and  we  have 
had  it  off  and  on  ever  since.  In 
1813  we  had  Federal  ta.xes  on  manu¬ 
factured  goixls,  household  furni.sh- 
ings,  watches  and  jewelry.  Those 
were  war  years,  and  General  Sher¬ 
man  is  credited  with  saying,  "War 
is  hell".  During  the  Civil  War,  we 
had  income  ta.xes  and  also  taxes  on 
estates.  ]niblic  utilities,  occupations, 
liquor,  tobacco,  banks,  insurance 
companies,  advertisements,  com¬ 
mercial  ]iapers.  medicines,  perfumes, 
cosmetics  and  cards. 

Chief  Justice  Marshall  of  the 
United  States  Siqireme  Court  had 
occasion  to  say.  “The  power  to  ta.x 
is  the  power  to  destroy.”  But  re¬ 
cently  it  has  been  established,  after 
several  conflicting  decisions,  that  the 
power  of  the  Congress  and  of  the 
States  to  tax  is  limited  by  the  due 
l)roce.ss  clauses. 


In  other  words,  neither  the  Con¬ 
gress  nor  the  legislature  of  any  State 
may  adopt  ta.xing  laws  which  in 
method  or  effect  are  so  unreasonable 
as  not  to  constitute  due  process  of 
law :  which,  you  know,  is  a  very 
vague  term.  It  would  certainly  mean 
that  there  is  no  ])ower  to  destroy  by 
mere  ta.xation,  and  although  Con¬ 
gress  may  not  go  so  far  as  to  de¬ 
stroy.  there  are  taxes  which,  in  my 
oi)inion.  are  regulatory  and  have  a 
regulating  effect  tm  the  businesses 
which  they  tax.  E.xamples  of  this 
that  come  to  my  mind  are  the  oleo¬ 
margarine  tax.  the  opium  and  nar¬ 
cotic  ta.x.  and  the  ta.x  of  10%  on 
State  hank  note  issues.  In  the  latter 
instance,  this  tax  was  so  prohibitory 
that  it  just  meant  no  one  could 
afford  to  issue  State  bank  notes. 

So  cxjining  back  to  the  present,  we 
have  income  taxes,  both  corporate 
and  individual,  which  we  chanaged 
for  1936;  and  before  we  can  start 
figuring  them.  Congress  has  started 
an  upward  revision.  It  looks  like 
the  capital  stock  ta.x  and  the  e.xcess 
profits  ta.x  will  continue  as  well  as 
the  estate  tax  and  the  gift  ta.x.  W  e 
have  the  admission  dues  and  initia¬ 
tion  fees  which  run  to  July  1.  1937. 
We  have  the  alcoholic  beverage  tax, 
and  certain  miscellaneous  ta.xes: 
.such  as,  ta.x  on  pistols  and  revolvers, 
tobacco,  processing  ta.x  on  certain 
oils  and  maybe  on  some  agricultural 
products ;  and  also  a  producers’  tax 
on  crude  petroleum,  etc.  In  addition, 
we  have  28  excise  ta.xes  based  on 
sales :  such  as,  autos,  clocks  and 
jewelry,  furs.  ga.soline.  inner  tifljes 
and  tires,  mechanical  refrigerators, 
radios,  s])orting  goods,  toilet  prep- 
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HIS  National  Check-Writing  and 
igning  Machine  is  built  especially  for 
chanically  writing  and  signing  of  checks, 
ading  department  stores  are  adopting 
s  method. 

Because,  at  one  operation,  this  machine 
ites  the  net  amount  in  two  places  on  the 
eck . . .  prints  date  and  check  number  . .  . 
or  signs  and  countersigns  the  check 
prints  the  payroll  period  when  used  on 
yroll  work  .  .  .  accumulates  amounts  in 
ked  totals  . . .  counts  each  check  as  writ- 
. . .  makes  a  check  journal  (in  duplicate, 
desired)  .  .  .  automatically  feeds  the 
xt  check  into  writing  position  when  sheet 
ecks  are  used  .  .  .  and  spaces  the  payroll 
«et  to  the  next  posting  line. 

This  "National”  affords  complete  pro- 
ction  against  fraudulent  use  of  the 
hine  ...  all  totals,  check  number  mech- 
sm,  signature  plate  compartment  and 
eck  counters  are  under  locked  control  .  . . 
ed  detector  counters  record  every  time 
1  and  counter  locks  are  operated, 
or  accounts-payable  work,  the  National 
eck-Writing  and  Signing  Machine  writes 
check  portion  of  a  voucher  .  .  .  or,  if  a 
ittance  advice  is  used,  it  writes  the  check 
showing  deductions  and  net  amount  of 
check.  Payroll  checks  with  or  without 
'sctions  may  be  written  .  .  .  deductions 
y  1*  printed  on  a  removable  stub  or  on 
'^‘ck  itself  . . .  dividend  checks  can  also 
"'titten  on  the  machine. 


See  a  demonatration  of  the  National  Check-Writing  and  Signing  Machine  when  you  attend  the  Concurrent  Con- 


of  f  .nntrollere  Conarcu.  Chicago.  June  8th  to  11th,  or  hare  our  local  sale*  reprcMntative  ehow  it  to 


THE 


DAYTON,  OHIO 

Cash  Registers  •  Typewriting-Bookkeeping  Machines  •  Posting  Machines 
•  Bank-Bookkeeping  Machines  •  Check-V/riting  and  Signing  Machines 
Analysis  Machines  •  Postage  Meter  Machines  •  Correct  Posture  Chairs 


T a  X  at i o  n 


arations ;  and  also  8  excise  taxes  on 
facilities :  for  example,  telegraph 
and  telephone  messages.  There  are 
also  the  ten  stamp  taxes.  Then,  be¬ 
ginning  this  year,  we  have  that  new 
tax  on  payrolls:  namely,  unemploy¬ 
ment  insurance;  and  next  year  old 
age  benefits  will  be  added. 

In  a  way,  the  payroll  taxes  cannot 
be  construed  as  additional  revenue, 
for  they  are,  in  eflfect,  already  appro¬ 
priated.  Stop!  What  d(x*s  this 
bring  us  to?  Let  me  read  some  ex¬ 
cerpts  from  a  letter  we  recently  re¬ 
ceived  from  a  big  manufacturer : 

“The  jMjlicies  of  our  Federal  gov¬ 
ernment  and  of  the  various  State 
governments  have  resulted  in  a  con¬ 
fusing  array  of  regulations  and  re¬ 
strictions  affecting  the  operations  of 
business  and  industry.  An  immense 
amount  of  time  and  effort  is  re- 
(juired  to  enable  management  to  in¬ 
terpret  and  to  follow  the  maze  of 
intricacies  and  to  render  the  numer¬ 
ous  rejxjrts  to  the  various  bureaus. 
More  than  that,  these  regulations  in¬ 
volve  substantial  increases  in  the 
costs  of  lal)or,  materials,  clerical 
work  and  supervision. 

“A  point  has  now  been  reached 
where  it  is  imperative  that  the  indus¬ 
try  begin  to  pass  on  this  increasing 
cost.  Accordingly,  invoices  received 
on  and  after  January  1st,  1936,  and 
until  further  notice,  all  bills  rendered 
by  us  will  bear  an  additional  charge 
of  of  the  total  amount  of  the 

bill.” 

Congress  has  shown  it  can  find 
the  way  to  levy  taxes.  Can  we  help 
Congress  to  find  a  way  to  reduce 
appropriations  so  that  it  may  in  time 
reduce  taxes  to  a  basis  we  can  pay? 
We  can,  but  it  means  cooperation. 

A  husbandman  who  had  a  quarrel¬ 
some  family,  after  having  tried  to 
reconcile  them  by  words,  thought 
he  might  more  readily  prevail  by  an 
example.  So  he  called  his  sons  and 
bade  them  lay  a  bundle  of  sticks  be¬ 
fore  him.  Then  having  tied  them 
into  a  fagfot,  he  told  the  lads,  one 
after  the  other,  to  take  it  up  and 
break  it.  They  all  tried,  bjit  tried  in 


OPENINGS  WANTED 

CAP.\BLE  EXECUTIVE  desires 
affiliation  with  large  retail  organization. 
Thoroughly  familiar  with  all  branches  of 
retail  store  accounting,  budgeting,  sys¬ 
tems  and  store  procedure.  Qualified  to 
fill  position  as  Assistant  General  Mana¬ 
ger,  Controller,  Office  Manager,  Sys- 
tematizer  or  Manager  of  smaller  store. 
Possess  initiative,  good  jiersonal  appear¬ 
ance.  F- 15-36. 


vain.  Then  untying  the  faggot,  he 
gave  them  the  sticks  to  break  one  by 
one.  This  they  did  with  the  greatest 
of  ease.  Then  said  the  father,  “Thus 


1k“  to  put  their  stores  on  a  profitable 
basis,  with  a  safe  margin  above  the 
hreak-even  point,  and  to  build  up 
reserves  of  financial  strength.  With 
margin  rates  at  their  present  levels, 
and  competition  as  it  is,  presumably 
this  means  that  the  maximum  por¬ 
tion  of  dollar  margin  must  be  saved 
for  net  profit.  This  means  but  one 
thing:  expense  control.  Executives 
should  guard  especially  against  the 
temj>tation  to  hold  expense  constant 
in  percentage  as  dollar  sales  rise. 
Watch  exj)ense  in  dollars ;  and  keep 
it  under  control.  Now  is  the  time 
to  make  money ;  hut  don't  try  to 
force  volume  too  fast. 

Aside  from  this  old  familiar  prob¬ 
lem  of  expense  control,  there  are,  of 
course,  the  related  problems  connect¬ 
ed  with  keeping  markdowns  low, 
getting  all  the  cash  discounts  possi¬ 
ble,  keeping  customer  returns  in 
line,  controlling  stock  shortages,  and 
stopping  leaks.  In  other  words, 
these  are  all  the  little,  but  vitally 
important,  problems  of  good  internal 
management  wdiich  have  been  men¬ 
tioned  and  implied  in  connection 
with  the  results  of  the  goal  firms. 
These  matters  should  receive  their 
share  of  attention  day  in  and  day 
out. 

With  the  emergency  over,  how¬ 
ever,  executives  can  now  devote 
some  time  to  broader  and  more  diffi¬ 
cult  problems  lying  in  large  part 
outside  the  store. 

Among  these  latter  problems, 
largely  external,  one  of  the  most 
prominent  and  puzzling  is  that  re¬ 
garding  gross  margin  rates.  If 
prices  resume  the  upward  movement 
which  obtained  in  1933  and  part  of 
1934,  probably  dollar  sales  also  will 
rise  and  it  will  be  relatively  easy  to 


OFFICE  MANAGER  —  AUDITOR 
—  CONTROLLER  —  TREASURER: 
Unusually  qualified — thoroughly  experi¬ 
enced  in  systems,  budgets,  operating 
statements,  office  management — over  10 
years  complete  charge  of  all  offices  in¬ 
cluding  hiring  office  personnel  in  large 
department  store.  Changes  in  systems 
and  operating  forms  and  work  coordina¬ 
tion  resulting  in  thousands  of  dollars 
savings  annually.  F-14-36. 


you,  my  sous,  as  lojig  as  you  remain 
united  are  a  match  for  all  your  ene¬ 
mies,  but  differ  and  separate,  and 
you  are  undone.” 


hold  mark-downs  in  check  and  to 
maintain  gross  margin  percentages 
at  present  levels  for  the  time  being. 
Eventually,  however,  expense  rates 
will  fall  and  competition  will  force 
margin  rates  down.  There  tnay  even 
l)e  favorable  opportunities  to  take 
the  initiative  in  reducing  mark-ups 
and  margins.  If  prices  continue  on 
something  like  their  j)resent  level, 
however,  it  will  be  difficult  to  ensure 
.some  net  profit  without  holding  ixr- 
centage  margins  above  the  1929 
level,  unless  store  functions  can  be 
revised.  Whether  consumers  will 
actjuiesce  in  these  margins  is  a  most 
]H*rtinent  question. 

Executives  should  bear  in  mind 
the  fact  that  consumer  demand, 
competition,  store  functions,  the  cost 
of  performing  those  functions  in 
terms  of  money  jx'r  unit  of  work 
done,  the  price  level,  ex|x*nse  rates, 
and  margin  rates  are  closely  inter¬ 
related.  Profitable  operation  is 
achieved  relatively  easily  when  all 
these  factors  are  in  balance ;  it  is 
achieved  with  difficulty  or  not  at  all 
when  they  are  out  of  balance  or 
when  their  equilibrium  is  disturlxd. 
Probably  changes  in  the  price  level 
are  likely  to  cause  the  most  frequent 
trying  disturbances,  hut  probably 
changes  of  a  competitive  nature  arc 
the  most  difficult  to  meet.  The  ])rob- 
lems  regarding  gross  margin  rates 
which  must  shortly  be  solved  center 
about  the  question  whether  the  sev¬ 
eral  factors  listed  will  balance  at  this 
time  at  a  point  calling  for  and/or 
ixrmitting  existing  margin  rates  or 
whether  a  new  set  of  relationships 
among  the  factors,  perhaps  with  less 
store  service  and  a  new  level  of 
margin,  is  better  suited  to  the  cur¬ 
rent  structure  of  demand  and  of 
competition. 

The  second  external  problem,  that 
of  competition  from  other  types  of 
distributor,  is  closely  related  to  the 
margin  problem.  The  department 
store,  especially  the  large  depart¬ 
ment  store,  through  most  of  its  ex¬ 
istence  has  been  in  a  relatively 
strong  competitive  position;  and 
hence  department  store  executives 
have  not  found  it  necessary  to  give 
much  thought  to  competitors  or  to 

{Continued  on  page  56) 
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A  NEW  MACHINE  THAT 


REMEMBERS  TOTALS^ 


The  new  Burroughs  Duplex  Calculator  leads  the  way  to 


fast,  accurate  sales  auditing  by  providing  short  cuts 


that  save  time  and  money.  It  provides  individual  totals 


and  accumulates  a  grand  total  in  one  handling  of  the 


figures.  No  recapping 


no  extra  work  necessary.  A 


touch  of  the  motor  bar  transfers  individual  totals  to  the 


NEW  SHORT  CUTS  IN 


grand  total.  All  operations,  being  electric,  are  fast, 
positive  and  accurate.  Auditing  sales  is  only  one  of  the 
many  uses  for  Burroughs  Duplex  Calculator.  It  will  pay 
you  to  investigate  its  many  advantages  for  any  figuring 
job  where  fast,  accurate  calculation  is  required. 

burroughs  adding  machine  company 

DETROIT,  MICHIGAN 


Adding,  Accounting,  Billing  and  Calculating  Machines 
Cash  Registers  •  Typewriters  •  Posture  Chairs  •  Supplies 


BURROUGHS  ELECTRIC 
DUPLEX  CALCULATOR 

It  has  two  sets  of  dials— well  separated  to  avoid 
confusion.  Individual  totals  are  obtained  in  front 
dials,  then  transferred  elearically  to  rear  dials  where 
they  accumulate  into  a  grand  total.  All  operations 
are  electric— no  cranks  to  turn,  no  levers  to  pull. 
The  Duplex  is  furnished  in  9  and  1 3  column  sixes. 

OTHER 

BURROUGHS  CALCULATORS 

Besides  the  new  Burroughs  Electric  Duplex  Calcula> 
tor,  there  is  a  wide  range  of  other  Burroughs  Calcu* 
iators — both  electric  and  hand-operated- especially 
designed  to  meet  any  need  for  fast,  accurate  calcula* 
tion.  These- machines  come  in  many  styles,  sizes  and 
totaling  capacities.  All  are  priced  exceptionally  low. 
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Harvard  Report 


Now!— 

a  hair  remover 
you  con  safely 
recommend 
for  the  FACE! 


CROXON 


CROXON  Method 

This  sure  method  of  removing  and  discour¬ 
aging  the  re-growth  of  superfluous  hair  is 
as  safe  for  the  face  as  for  arms  or  legs.  It  is 
guaranteed  harmless — absolutely  free  from 
injurious  chemicals,  unpleasant  odor  or  caus¬ 
tic  skin  reactions. 

• 

Consistently  advertised  in  leading  news¬ 
papers  week  in  and  week  out. 

• 

A  splendid  profit  maker  because  it  is  never 
offered  at  cut  prices.  You  get  your  full 
mark-up  on  every  sale.  Introductory  unit 
$1.25;  larger  sizes  at  $2.50  and  $5.00. 

• 

This  is  the  beginning  of  the  peak  season  and 
Croxon  advertising  will  be  sending  women 
to  your  store  in  increasing  numbers  from 
now  on.  Don’t  miss  profitable  sales  because 
you  are  out  of  stock — order  now  and  get 
behind  this  fast  moving,  steady  repeating 
item. 

CROXONOL  SALES  CORP. 

142  West  24th  St.,  New  York 

• 

REMEMBER  —  you  can  recom¬ 
mend  Croxon  for  the  face — and 
I  that  means  a  market  that  most  |  [ 
competitive  products  can’t  touch! 


their  costs.  Now,  however,  there 
have  appeared  a  nutulx.*r  of  distrilm- 
tors  equal  or  superior  to  the  average 
department  store  in  buying  jiower 
and  in  managerial  .strength.  It 
seems,  therefore,  that  the  competi¬ 
tion  between  department  and  sjx'C- 
ialty  stores  on  the  one  hand,  and 
other  strong  distributors  on  the 
other,  is  going  to  lx*  more  keen  in 
the  future  than  it  has  lx*en  in  the 
past.  Department  and  specialty 
store  executives,  if  they  are  to  meet 
this  competition  successfully,  must 
give  careful  study  not  only  to  the 
several  alternative  types  of  retail 
distributor  and  the  costs  of  each,  hut 
also  to  the  analysis  of  consumer  de¬ 
mand  which,  ultimately,  determines 
which  type  of  distributor  will  suc¬ 
ceed. 

Along  with  this  need  for  more 
carefnl.  conscious  study  of  retail  dis¬ 
tribution  and  of  consumer  demand, 
there  has  arisen  important  need  for 


to  death  to  pay  their  hills  within  60 
days,  at  the  utmost. 

Here  we  .see  the  pitiful  thing 
alxxit  these  indefinite  collection  poli¬ 
cies  which  permit  and  encourage 
slow  accounts.  It  is  this.  These 
stores  are  burdening  themselves 
with  heavy  extra  and  unnecessary 
costs,  expenses  and  losses  to  give 
their  customers  something  they  do 
not  appreciate  or  really  care  for — 
“the  service”  of  taking  whatever 
period  of  time  they  wish  to  pay.  The 
fact  that  customers  really  feel  this 
way  is  shown,  as  indicated  before, 
hy  the  fact  that  when  stores  have 
actually  shifted  to  a  definite  collec¬ 
tion  policy  of  suspending  charge 
privileges  on  accounts  not  paid  at 
the  end  of  60  days,  less  than  a  score 
of  customers  have  been  lost  and 
these  repre.sented  usually  the  espe¬ 
cially  troublesome  and  unprofitable 
business. 

Indefinite  Collection  Policies. 

The  attitude  of  store  management 
as  exemplified  in  an  indefinite  col¬ 
lection  policy  is  certainly  not  one  in 
which  we  can  take  much  pleasure  or 
pride.  It  is  an  attitude  marked  by 
abject  servility,  obsequiousness  and 
groveling  before  a  small  number  of 
pets  and  “blue  bloods”  on  the  one 
hand,  and  by  overbearing  and  super¬ 


giving  greater  attention  to  other  ex¬ 
ternal  forces  having  a  bearing  on 
.store  financing  and  merchandising 
jx)licy.  These  forces  include  price 
treiuls,  general  business  conditions, 
political  and  governmental  develop¬ 
ments,  and  public  attitudes  toward 
business  and  toward  retailers.  In 
the  past,  responsibility  for  this  work 
has  been  carried  by  the  store  owner 
in  addition  to  his  main  responsibility 
for  following  the  current  operations 
of  his  store  in  some  degree  of  detail, 
just  as  any  general  operating  exec¬ 
utive  should  do.  It  is  suggested  that, 
with  competitors  becoming  stronger, 
competition  more  keen,  and  outside 
forces  more  complex,  and  with  an 
increase  in  the  rapidity  of  change, 
more  carefully  organized  attention 
will  need  to  be  given  to  these  mat¬ 
ters.  Who  should  do  this,  and  how, 
constitutes  a  real  problem,  but  more 
difficult  is  the  task  of  interpreting 
the  several  external  forces  accurate- 
Iv. 


cilious  har.shness  toward  many  other 
customers  on  the  other  hand. 

But  the  worst  thing  about  it  is 
that  this  policy  is  far  less  profitable 
to  the  merchant  than  a  definite  col¬ 
lection  policy.  An  expense  is  not  an 
expense,  or  at  least  it  is  a  construc¬ 
tive  expense,  when  you  get  some¬ 
thing  for  it.  But  expense  which  is 
unnecessary  and  for  which  you  get 
nothing  certainly  cannot  be  justified. 
Many  customers  take  advantage  of 
the  privilege  allowed  of  being  slow 
accounts,  but  that  does  not  prove 
that  they  appreciate  or  really  want 
the  privilege.  They  would  be  foolish 
not  to  take  advantage  of  it,  because 
you  do  not  insist  upon  prompt  pay¬ 
ment  and  they  don’t  get  anything 
out  of  it  if  they  do  pay  promptly 
except  the  invidious  distinction  of 
feeling  that  they  are  suckers. 

Definite  Collection  Policies 

Still  another  thing  I  learned  from 
the  survey  is  that  a  store  does  not 
have  to  wait  for  competing  stores 
in  the  community  to  join  with  it  be¬ 
fore  it  can  adopt  a  definite  collection 
policy  of  deciding  upon  a  definite 
credit  period  and  suspending  charge 
privileges  on  accounts  not  paid  by 
the  end  of  that  period.  This  is  shown 
by  the  reports  from  the  twenty-five 
(Continued  on  page  58) 
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HOW  LIBERTY  MUTUAL  HAS 

reduced  liability  premiums 

FOR  ONE  DEPARTMENT  STORE 


AIosT  people  know  that  Liberty  Mutual 
insurance  costs  less,  because  of  its  con¬ 
sistent  dividend  record.  Not  all  store 
executives,  however,  are  equally  familiar 
with  its  superior  accident-prevention  and 
claims  services.  Here  is  just  one  example, 
taken  from  the  report  of  the  Safety  Com¬ 
mittee  of  a  leading  Boston  department 
store: 

"Mr.  B .  commented  on  the  fact 

that  Liberty  Mutual  had  settled  a  great 
many  less  cases  than  their  former  insurance 
carrier,  yet  the  number  of  writs  had  shown 
a  decided  decrease,  also.  He  suggested  that 


perhaps  the  attorneys  of  the  clients  knew 
that  Liberty  Mutual  would  take  these  'no 
liability’  cases  into  the  Court  Room  before 
paying  a  nuisance  value  on  them,  and  that 
our  reputation  in  this  respect  was  the  cause 
of  the  few  number  of  suits. 

Mr.  B . further  informed  the  Com¬ 

mittee  that  of  the  cases  which  had  been 
tried,  not  one  had  resulted  in  a  verdict  for 
the  plaintiff.  He  expressed  the  opinion  that 
Liberty  Mutual  was  giving  proper  atten¬ 
tion  to  the  investigation  and  defense  of 
these  claims.” 


WHY  DON’T  YOU  investigate  how  you  can 
SAVE  MONEY  ON  THESE  FORMS  OF  INSURANCE: 

Workmen’s  Compensation,  Automobile,  and  all  other  forms  of  Liability 
Insurance;  also  Burglary  Insurance  and  Fidelity  Bonds.  All  forms  of  Fire 
Insurance  are  written  through  the  United  Mutual  Fire  Insurance  Company 


LIBERTYra  MUTUAL 

INSURANCE^^^COMPANY 

Home  Office:  31  St.  James  Ave.,  Boston,  Mass.  Offices  in  principal  cities  from  coast  to  coast 


36 


June,  1936 


The  Bulletin  of  the  National  Retail  Dry  Goods  Association 


57 


Credit  Management 


r.  - 


cities  ill  each  of  which  many  stores 
do  not  have  any  policy  of  susjjend- 
ing  slow  accounts  while  the  stores 
reix)rting  definite  collection  policies 
of  suspending  slow-jiays  suspend 
after  different  j^riods  of  time — 60 
days,  90  days,  and  so  on. 

The  main  argument  of  anticpiated 
merchants  against  bringing  more 
morality  and  profits  into  the  retail 
charge  business  of  their  stores  hy 
the  adoption  of  a  definite  collection 
policy  is  that  it  would  lose  husiness. 
We  have  already  pointed  out  that 
the  actual  facts,  the  actual  experi¬ 
ence  of  the  stores  which  have  made 
the  change,  disprove  this  naive 
argument.  These  people  overlook 
the  obvious  fact  that  a  definite  col¬ 
lection  policy  by  reducing  slow  ac- 
cf)unts  reduces  the  many  extra  costs, 
expenses  and  losses  caused  by  such 
accounts  and  thereby  enables  a  store 
to  give  customers  a  l)etter  deal, 
which  is  the  best  way  to  keep  cus¬ 
tomers  and  to  increase  business.  It 
is  funny  how  many  otherwise 
shrewd  merchants  apjiarently  have 
the  idea  that  the  only  loss  connected 
with  slow  accounts  or  with  charge 
business  is  bad  debt  losses. 

Increasing  a  Store’s  Business 

There  are  at  least  ten  hidden 
losses,  or  extra  and  unnecessary 
costs,  associated  with  slow  charge 
accounts.  Such  accounts  increase 
bad  debt  losses,  magnify  l)ookkeep- 
ing  and  collection  costs,  and  add  to 
the  expense  for  interest  on  capital 
tied  up  in  receivables.  They  fre¬ 
quently  prevent  the  retailer  from 
taking  full  advantage  of  cash  dis¬ 
counts  and  of  other  profit-making 
opportunities,  they  reduce  his  capi¬ 
tal  turnover  and  his  rate  of  profit, 
and  they  cause  the  loss  of  some  good 
customers  who  prefer  a  better  deal 
on  goods,  service  or  prices  in  the 
place  of  lax  credit  terms.  They  pre¬ 
vent  him  from  offering  lower  prices 
and  getting  more  business.  They 
often  force  him  to  borrow  and  then 
make  it  difficult  to  borrow.  They 
tend  to  accumulate  in  the  form  of 
frozen  assets  and  cause  the  retailer 
to  find  himself  lacking  in  capital. 
They  get  him  into  useless  and  un¬ 
profitable  competition  with  other 
merchants. 

These  extra  and  unnecessary 
costs,  expenses  and  losses,  made  for 
the  purpose  of  giving  charge  cus¬ 
tomers  something  they  do  not  really 
appreciate  or  want,  cut  substantially 
into  the  merchant’s  net  profits  on 
charge  business  and  give  him  in  re¬ 
turn  exactly  nothing. 


Oh  yes,  the  merchant  does  hear 
some  customers  at  times  express  a 
feeling  of  gratefulness.  Hut  when 
more  precisely  analyzed  the  feeling 
underneath  in  the  customer’s  mind 
is  a])proximately  like  this:  “I  am 
glad  lie  accepted  my  alibi  so  I  will 
not  have  to  borrow  and  dig  myself 
out  of  debt.  Xow  I  can  pay  his  com- 
ix'titors  i)romptly,  since  they  insist 
on  it,  and  keep  on  trading  with  them 
as  usual.  I  am  grateful  to  have 
found  out  which  one  of  my  stores 
T  can  work  whenever  I  need  to  in 
the  future.”  Apparently  the  custom¬ 
er  must  feel  grateful  al.so  to  the 
other  stores  which  suspend  .slow  ac¬ 
counts.  Ixcause  he  keeps  right  on 
trading  with  them.  The  first  mer¬ 
chant  kids  himself  that  he  keeps  the 
cu.stomer’s  business  Ixcause  he 


makes  him  feel  grateful  by  allowing 
him  to  1k‘  a  slow  account.  Hut  the 
other  merchants  also  keej)  the  cus¬ 
tomer’s  business.  Figure  it  out  for 
vourself.  .\lso  figure  out  who  gets 
the  most  business  and  makes  the 
Ix'st  net  profit. 

The  introduction  of  a  definite 
collection  policy— setting  a  definite 
credit  iK'riod  atid  susixnding  charge 
privileges  on  accounts  unpaid  at  the 
end  of  that  period  until  they  have 
paid  up, — keeps  customers  and  in¬ 
creases  your  trade.  The  tendency 
for  a  few  cu.stomers  to  react  nega¬ 
tively  to  the  introduction  of  such  a 
])olicy  is  offset  when  the  savings 
made  ixissihle  by  cutting  out  the  un¬ 
necessary  and  extra  costs,  expenses 
and  losses  of  slow  accounts  are 
])as.sed  on  to  all  customers. 


Wanted — a  Program 

{Continued  from  paijc  .32) 


(E)  Apjx)int  representative  Com¬ 
mittees  to  study  and  report  on 
the  following  ten  basic  prob¬ 
lems  : 

1.  Taxation  —  federal,  state 
and  municipal. 

2.  Legislation — federal,  state 
and  municipal — pending 
and  impending. 

3.  Unemployment  —  techno¬ 
logical  and  otherwise — 
its  causes,  effects  and 
possible  remedies. 

4.  “Unemployables”  —  their 
care  and  relief  through 
subsidized  workshops. 

5.  Elimination  of  child- 
labor. 

6.  Better  housing  for  work¬ 
ers — with  particular  re¬ 
ference  to  slum  clearance. 

7.  Social  legislation — federal 
and  state — its  cost  and 
effectiveness. 

8.  Public  relief  —  federal, 
state  and  municipal,  in  a 
constant  effort  to  remove 
people  from  public  pay¬ 
rolls  to  private  payrolls. 

9.  Federal  functions — ^parti¬ 
cularly  those  which  usurp 
the  functions  of  our  states 
and  of  our  merchants  as 
individuals. 

10.  Federal  spending  —  with 
particular  reference  to  a 
balanced  budget. 


(F)  Give  retailing  a  voice  hy 
organizing  merchant-owned 
“Shopping-News”  publications 
in  various  key  sections 
throughout  the  country.  These 
publications  to  be  similar  to 
those  already  existing  in 
Cleveland,  Chicago.  Boston 
and  other  cities.  Each  issue 
should  contain,  on  its  front 
page,  a  discussion  of  some  im¬ 
portant  trade  problem  that 
jointly  affects  retailers  and 
consumers. 

I  cannot  emphasize  too  strongly 
the  need  for  a  better  understanding 
and  closer  cooperation  between  re¬ 
tailer  and  consumer.  In  days  of 
yore,  the  harsh  slogan  of  the  retailer 
was  “Caveat  emptor — Let  the  shop¬ 
per  beware.”  Since  then,  we  have 
come  to  regard  our  proper  function 
as  that  of  buyers  for  the  public 
rather  than  sellers  to  the  public.  The 
time  has  come  for  us  to  change  that 
harsh  slogan  of  Caveat  emptor’  to 
the  Ixnign  one  of  “Fidat  emptor” — 
“Let  the  shopper  have  faith!” 

Fellow’-craftsmen  of  the  great 
Keystone  State !  I  bring  you  a  chal¬ 
lenge  to  extend  to  wider  fields  the 
fine  leadership  that  you  have  already 
shown.  Will  you  not  inspire  a  mes¬ 
sage  to  other  state  retail  associations 
as  follows: — 

(A)  To  meet  with  representatives 
of  your  Association  at  a  given 
(Continued  on  page  59) 
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Sales  Promotion  Convention 

(Continued  jroin  page  27) 

3.  Evaluation  of  Trends  in  Layout  and  Artwork 
Howard  Richmond,  Art  Director, 

R.  H.  Macy  &  Co.,  Inc.,  New  York 

4.  Hacking  Up  Your  Advertising 

Oscar  R.  Strauss,  Jr.,  Publicity  Director, 
Rich’s,  Inc.,  Atlanta,  Ga. 

♦  ♦  ♦  *  * 

Wednesday  noon  ami  afternoon,  July  1 — .\.  F.  .\. 
General  Session. 

Thursday  inorniiig  and  afternoon,  July  2— h.ntertain- 
inent  features. 

:ti  ic  DC  :4c 

Railroad  Rates 

It  has  been  the  custom  in  the  jiast  for  railroads  to 
grant  special  rates  for  delegates  to  N.  R.  D.  G.  A.  con¬ 
ventions.  hut  due  to  the  general  reduction  in  railroad 
rates  which  tH*came  effective  June  1st,  the  railroads 
tliroughout  the  United  States  will  discontinue  the  prac¬ 
tice  of  granting  reduced  fares  ft)r  conventions  of  any 
kind  whatsoever. 

I’re.sent  charges  for  first  class  tickets  (in  Pullman 
cars)  are  ai)proximately  the  same  as  the  former  con¬ 
vention  rates  of  fare  and  one  third  for  the  round  trip. 
The  j)resent  rate  of  2f  i)er  mile  for  tickets  good  only 
in  coaches  is  a  substantial  reduction  from  the  former 
special  convention  rate. 

However,  we  strongly  recommend  that  you  confer 
with  your  local  railroad  pas.senger  agent  with  reference 
to  rates  from  your  city  to  the  convention  city.  In  some 
cases  there  are  excursion  rates  effective  in  the  months 
of  June.  July  and  August,  on  account  of  the  summer 
tourists’  excursion  business,  that  might  lx;  lower  than 
any  otlier  rates  obtainable. 

Regular  Registration  Fee  $5 
Covers  admission  to  sjx'aking  sessions  and  to 
all  entertainment  features. 


Wanted — A  Program 

(Continued  from  page  58) 

time  and  at  an  a])pt)inted  place. 

(H)  To  seek  agreement  upon  a  nation-wide  ])rogram 
for  retailing. 

(C)  To  invite  con.sumers  and  con.sumer  organizations 
to  support  that  program. 

(D)  lo  cooperate  with  the  merchants  of  neighboring 
states  in  the  formation  of  active  state  retail  asso¬ 
ciations. 

To  the  l)est  of  my  knowledge,  there  are  not  more 
than  a  dozen  active  and  effective  state  retail  associations 
among  the  forty-eight  states  of  our  union.  If  the  Ameri¬ 
can  Retail  h'ederation  can  lx;  helpful  in  the  organization 
of  these  necessary  state  associations,  then  more  j)ower 
to  that  Ixxly !  In  any  event,  I  feel  confident  that,  with 
Pennsylvania  leading  tlie  way,  great  things  can  and 
will  l)e  accomplished  in  the  field  of  retail  distribution 
not  only  for  retailers  hut  for  wholesalers,  lalxir  and 
the  general  public  as  well. 


Answer  Summer’s 
Call  for 

Styles  and  Stocks 
by  dependable 


Customers,  vacation-minded  by  the  thou¬ 
sands,  are  beginning  to  plan  for  resorts, 
tours,  sports,  camps  and  what  goes  with 
them.  So  get  the  latest  styles,  the  freshest 
stocks,  and  — keep  stocks  down  to  your 
immediate  needs  by  the  fast,  dependa¬ 
ble  through  shipping  service  of  Railway 
Express. 

It's  Railway  Express'  service  to  Amer¬ 
ica's  stores  that's  helped  modernize  sea¬ 
sonable  merchandising:  Pick-up  of  ship¬ 
ments  by  fast  Railway  Express  motor 
truck  on  phone  call,  forwarding  at  pas¬ 
senger  train  speed,  prompt  delivery  on 
arrival  —  in  many  localities  overnight 
service,  with  double  receipts  to  clinch  the 
transaction  for  sureness.  Moreover,  with 
23,000  Railway  Express  offices  spotting 
the  continent,  you  can  reach  almost  any¬ 
body  in  America.  Merely  telephone  the 
nearest  Railway  Express  office  for  service 
or  information. 

Railway 

Express 

A-aENCY,  INC. 

NATION-WIDE  RAIL-AIR  SERVICE 


lailway 
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Merchandising 


Furniture  Show  Forecast 

From  the  American  Furniture  Mart 


Modern — no  longer  gaining 
additional  favor  at  the  start¬ 
ling  pace  maintained  last  year, 
but  firmly  entrenched  as  the  indus¬ 
try’s  No.  1  style;  and  18th  Century 
— staging  a  comeback  after  a  few 
seasons  of  relative  obscurity  amid 
the  modern  hubbub  —  will  share 
honors  at  the  25th  semi-annual  mar¬ 
ket  at  the  American  Furniture  Mart, 
opening  on  June  6. 

Samples  representing  these  two 
styles  .  .  .  the  one  conventional  fur¬ 
niture  at  its  traditional  best,  the 
other  less  bound  by  precedent,  but 
already  becoming  more  settled  and 
sedate  .  .  .  will  be  featured  in  prac¬ 
tically  all  of  the  Mart’s  700  displays. 
Between  them,  they’ll  account  for 
jx'rhaps  70%  of  the  furniture  intro¬ 
duced  in  July.  The  other  30%  will 
be  divided  between  Early  American, 
French,  Colonial  and  Federal,  Early 
English  and  Ixirax.  Neo-classic  is 
practically  out  of  the  style  picture. 

That’s  the  word  from  the  manu¬ 
facturers  and  their  designers  just  be¬ 
fore  the  curtain  goes  up  on  the 
world’s  largest  show  of  furnishings 
for  the  American  home. 

W  hile  furniture  designers  habitu¬ 
ally  maintain  a  perpetual  state  of 
disagreement  as  to  what’s  going  to 
ha])pen  next,  a  fair  degree  of 
unanimity  has  been  attained  on  one 
jjoint ;  modern  styling  is  here  to  stay. 
Even  the  most  loyal  of  the  conser¬ 
vatives  concede  that  much.  Some, 
however,  forecast  a  “breathing 
spell”  in  the  demand  for  modern, 
while  public  taste  catches  up  with 
the  industry’s  terrific  production  of 
modern  patterns  and  while  the  pres¬ 
ent  “modifying”  trend  in  modern 
continues  to  soften  the  more  aston¬ 
ishing  manifestations  of  contempo¬ 
rary  design.  Others  can  see  only  a 
continuously  widening  market  for 
all  modern  suites. 

W’hether  the  “breathing  spell”  has 
arrived  or  not,  it  is  certain  that  18th 
Century  furniture,  particularly  the 
earlier  Georgian  patterns  and  Chip- 
jxndale,  is  due  to  make  a  more  re¬ 
sounding  splash  in  the  style  pool  in 
July  than  has  been  the  case  for  some 
time.  The  trend  will  be  more  notice¬ 
able  in  the  medium  to  high  price 
brackets,  for  true  18th  Century  fur¬ 


niture,  unlike  modern  and  Early 
American,  doesn’t  lend  itself  to  the 
manufacturing  facilities  used  by  the 
makers  of  cheap,  volume  lines. 

Of  the  furniture  wocjds,  mahogany 
is  benefiting  most  from  the  current 
fashion  cycle,  for  mahogany  is  the 
traditional  wood  for  the  Chii)pen- 
dale  -  Hepplewhite- Sheraton -Adam 
quartette.  It  seems  certain  that  more 
mahogany  suites  will  be  featured  in 
the  Furniture  Mart’s  displays  than 
was  the  case  a  year  ago.  W  alnut, 
however,  is  identified  with  the  ear¬ 
lier  18th  Century  patterns,  particu¬ 
larly  Queen  Anne  and  W’illiam  and 
Mary,  which  figure  strongly  in  the 
current  18th  Century  revival  and, 
due  to  its  commanding  public  ac¬ 
ceptance  in  America,  will  probably 
continue  to  out-sell  mahogany  at 
alx)ut  a  two-to-one  ratio.  Alany  pro¬ 
ducers,  of  course,  play  it  safe  by  cut¬ 
ting  popular  suites  in  lx)th  woods. 

Turning  to  finishes,  the  Mart  is 
certain  to  break  out  in  a  rash  of 
“blonde”  creations,  which  will  bask 
in  the  limelight  of  public  interest  en¬ 
tirely  out  of  proportion  to  their  im¬ 
portance  in  ringing  the  cash  register. 
Like  the  ladies  whom  gentlemen 
prefer,  “blonde”  furniture  will  catch 
the  eye.  The  extremely  bleached 
finishes  are  too  radical  to  enjoy  a 
ready  acceptance  .  .  .  and  their  abili¬ 
ty  to  stand  up  under  usage,  without 
(liscoloration,  seems  to  be  open  to 
debate. 

Idght  finishes,  however,  that  will 
bring  out  the  beauty  of  the  grain 
most  effectively,  are  definitely  in 
vogue.  In  many  cases,  very  dark 
woods  will  be  used  for  trimming 
because  of  the  contrast  they  afford. 
Hardware  of  conservative,  rich  ap¬ 
pearance  will  be  preferred,  except 
for  the  more  radical  modern  suites 
.  .  .  and  here  an  interesting  inno¬ 
vation  is  the  elimination  of  hard¬ 
ware  entirely.  Drawer  pulls  are  re- 
])laced  by  concealed  niches,  which 
leaves  the  fronts  of  the  cases  en¬ 
tirely  devoid  of  decoration  other 
than  that  provided  by  the  wood 
treatment. 

The  uidiolstered  lines  are  seem¬ 
ingly  sold  on  the  virtues  of  diversi¬ 
fication.  for  they  refuse  to  be  pigeon¬ 


holed  under  certain  classifications 
sufficiently  to  produce  anything  that 
can  be  lalxded  a  “trend”.  If  any 
color  stands  out,  it  will  probably  be 
brown,  with  the  lighter  tan  shades 
leading.  Plum  and  lavender  appear 
to  be  the  newest  favorites.  Mohair 
(including  the  new  “crushed  mo¬ 
hair”),  brocatelles,  velour,  tajxs- 
tries  and  many  other  fabrics  will 
share  the  honors,  with  all-over  de¬ 
signs  preferred.  Stripes,  it  is  rum¬ 
ored,  are  currently  frowned  iqxn. 
Rough  te.xtured  fabrics  will,  as 
usual,  be  featured  for  modern  sofas 
and  chairs. 

Other  notes  as  the  style  parade 
gets  under  way : 

“Unit"  furniture,  as  opposed  to 
set  suites,  will  continue  to  score 
gains.  Under  this  system,  a  wide 
variety  of  pieces,  styled  to  lx  used 
together,  is  shown — and  the  pur¬ 
chaser  can  make  up  a  suite  by  select¬ 
ing  the  pieces  preferred.  In  bedroom 
lines,  for  example,  four  or  five  chests 
may  be  jirovitled,  any  of  which  are 
designed  to  harmonize  with  a  cer¬ 
tain  bed. 

If  tbe  style  trend  last  year  could 
be  described  by  any  one  word,  that 
word  would  be  “Simplification”. 
Although  there  will  be  no  return  to 
extraneous  gee-gaws  this  season,  the 
emphasis  has  changed,  and  the  one 
word  most  descriptive  of  the  effect 
of  the  new  patterns  is  “Elegance”. 
More  graceful  lines  and  a  gener¬ 
ally  richer  appearance  have  Ixen 
sought. 

Fewer  enamelled  suites  are  in 
prospect  .  .  .  and  the  “off  white” 
finish  that  reached  its  crest  in  the 
neo-classic  revival  is  alx)Ut  through. 

Turning  to  floor  coverings,  an  im- 
jxjrtant  division  of  the  home  furnish¬ 
ings  market,  the  big  news  seems  to 
be  texture  designs.  The  rapid  in¬ 
crease  in  modern  designs  is  slowing 
down — as  in  furniture — although, 
in  floor  coverings,  too,  modern  has 
won  a  definitely  established  posi¬ 
tion.  Orientals  remain  the  indus¬ 
try’s  favorite  patterns,  with  more 
Chinese  designs  scheduled  for  in¬ 
troduction  in  July. 

Again  duplicating  the  swing  in 
furniture,  brown  promises  to  be  the 
coming  color  in  rugs. 
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